PROPOSAL 


SONY/MATTEL  ELECTRONICS 
JOINT  STUDY  TEAM  OBJECTIVES 


S .  Prodromou 
Sept.  2,  1982 


rROPOSAL 


SONY /MATTEL  ELECTRONICS 
JOINT  STUDY  TEAM  OBJECTIVES 


1)  VIDEO  GAME  STUDY  TEAM 

a)  Define  relationship  between  Sony  &  Mattel  leading  to  a  Sony 
video  game  in  market 

b)  Define  marketing  of  Sony  hardware 

-  In  Japan 

-  In  Europe 

-  In  U.S. 

-  In  R.O.W. 

c)  Define  distribution  plan  for  software  in  Japan  under  Intellivision 
brand 

-  Electronics  specialty  shops 

-  Department  stores 

d)  Define  cooperative  development  plan  for  future  computable  video  game 
system  combining  Sony  plus  Mattel  video  technologies 

-  VLSI 

-  Interactive  video  disk 

e)  Define  cooperative  development  plan  for  compatible  handheld  flat 
TV  color  video  game 


-  Separate  component 

-  Built  into  TV  receivers 


PROPOSAL 


SONY /MATTEL  ELECTRONICS 
JOINT  STUDY  TEAM  OBJECTIVES 


2)  SOFTWARE  DEVELOPMENT  STUDY  TEAM 


a)  Evaluate  various  relationships  between  Sony  and  Mattel  to  develop 
unique  software  for  the  Japan  market 

Co  development 

Joint  venture 

b)  Evaluate  alternative  methods  for  development  of  software  creative 
tools 

High  level  languages 
Graphic  development  systems 

c)  Evaluate  business  relationships  for  development  of  personal 
computer  software  for  worldwide  markets 

-  Mattel  Computers 
Sony  Computers 


Other  Computers 


PROPOSAL 


SONY /MATTEL  ELECTRONICS 
JOINT  STUDY  TEAM  OBJECTIVES 


3)  PERSONAL  COMPUTER  STUDY  TEAM 

a)  Evaluate  the  potential  of  creating  Mattel  software  for  the 
SMC-70  and  the  business  conditions  necessary  to  enable  such 
development 

b)  Evaluate  the  potential  of  applying  Sony  technology  (e.g.  interactive 
video  disk)  to  Mattel  personal  computers 


c)  Define  alternative  plans  for  joint  development  of  next  generation 
personal  computers ,  and  software  therefor 
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PROPOSAL 

SONY/MATTEL  ELECTRONICS 
JOINT  STUDY  TEAM  OBJECTIVES 


STUDY  TEAMS 


1)  Composed  of  Sony  personnel  and  Mattel  Electronics  personnel 
assigned  by  each  company  to  be  dedicated  to  the  Study  Team. 
Minimum  of  two  plans  for  each  company  for  each  team. 

2)  Alternate  meetings  in  Tokyo  (Shinagawa-ku)  and  Los  Anaeles 
(Hawthorne) . 

3)  Each  team  will  present  a  written  report  to  the  joint  management 
committee  with  recommendations  for  a  development  plan  agreement. 

4)  All  discussions  and  study  team  meetings  will  be  conducted 
under  "Keep  Confidential"  agreement  and  will  be  exclusive 
of  any  other  discussions  with  similar  companies. 


PROPOSAL 


SONY /MATTEL  ELECTRONICS 
JOINT  STUDY  TEAM  OBJECTIVES 


LONG  TERM  OBJECTIVES 


Develop  hardware  products  which  are  built  upon  the  technology 
and  expertise  of  each  of  the  companies: 

SONY  MATTEL  ELECTRONICS 


Video  storage /playback 
Video  displays 
VLSI  manufacturing 
Audio 

Computer  hardware 


Video  game  design 
VLSI  video  game  application 
Software  creation 
Graphics/creative  knowhow 


BOTH 


Innovation 
Consumer  Marketing 


MATTEL  ELECTRONICS 
INTELLIVISION  SPECIFICATIONS 
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MATTEL  ELECTRONICS 
SOFTWARE  DEVELOPMENT 
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MATTEL  ELECTRONICS 


GO  1 

CL.  1 

zn  1 

UJ 

OO  1 

GO 

s:  1 

O  1 

LU 

►— «  1 

O 

1—  1 

GO 

H- H 

1 

1— 

— J 

1  1 

UJ  I 

UJ 

QC 

QC  1 

UJ 

1 

O 

r=Q 

CO  1 

Q- 

CO  1 

ZD 

LU  1 

GO 

O 

^  1 

UJ 

UD 

CD 

»— H  1 

UJ 

►— H 

2: 

CO  1 

PQ 

_1 

►— 1 

h— 1 

ZD  1 

<3: 

PQ 

GO 

QC 

PQ  1 

I 

_ 1 

ZD 

UJ 

> 

1 — 

_1  1 

UJ 

GO 

CD 

1 

f— 

GO 

<1: 

•  1 

c: 

CD 

LU 

h-  1 

> 

1 — 

ZD 

:s:  1 

»— H 

PQ 

GO 

UJ  1 

ZD 

IZD 

H-  1 

Q- 

GO 

CD 

O  1 

Q-  1 

0 

O 

0 

0 

MATTEL  ELECTRONICS 
VLSI  INTEGRATED  CIRCUITS 
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MATTEL  ELECTRONICS 
FUTURE  COMPATIBILITY 
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September  22,  1982 


TO:  DAVE  CHANDLER 

HUGH  BARNES 
BOB  DECARO 
JOHN  FAIRBANKS 

CC:  JOSH  DENHAM 

PETE  PIRNER 
BILL  CATRON 
PAUL  RIOUX 

FROM:  STAY  PRODROMOU 

SUBJECT:  SONY  MEETING 


On  Monday  and  Tuesday,  September  27th  and  28th,  we  will  be  having  a 
Sony  meeting  in  my  conference  room  in  Bldg  2.  These  will  be  all  day 
meetings  and  lunch  will  be  brought  in.  Please  adjust  your  schedules 
so  you  may  be  able  to  attend. 

Those  attending  from  Sony  will  be: 

Mr.  Iba,  General  Mgr.,  Planning  Div. ,  Domestic  Sales  Group 
Mr.  Kamimara  n/a 

Mr.  Morita  n/a 

Primarily , the  meeting  will  be  to  discuss  non-disclosure  agreement  and 
joint  study  team  objectives. 


SP:hf 


SONY-MATTEL  ELECTRONICS 
STUDY  TEAM  MEETING 
SEPTEMBER  27-28,  1982 


WELCOME  TO  OUR  GUESTS  FROM  SONY: 

Mr.  T.  Iba  -  General  Manager,  Planning  Division 
Domestic  Sales  Group 

Mr.  F.  Kamihara  -  Engineering  Department 
Mr.  M.  Morita  -  Business  Department 
Mr.  T.  Tokunaka  -  Contracts  Department 


YOUR  HOSTS  FROM  MATTEL  ELECTRONICS  ARE: 

Mr.  Stav  Prodromou  -  Senior  Vice  President,  Operations 

Mr.  Hugh  Barnes  -  Vice  President,  Systems  and  Software 

Mr.  Dave  Chandler  -  Chief  Scientist,  Strategic  Development 

and  Vice  President 

Mr.  Bob  DeCaro  -  Director,  Product  Engineering  -  Video 

Mr.  Wayne  Pfannkuch  -  Manager,  International  & 

Regulatory  Engineering 

Mr.  Bill  Catron  -  Assistant  General  Counsel 

Mr.  Roy  Ekstrand  -  Assistant  Patent  Counsel 


SONY-MATTEL  ELECTRONICS 
STUDY  TEAM  MEETING 
SEPTEMBER  27-28,  1982 


AGENDA 

SEPTEMBER  27TH 


9:00 

A.M. 

9:15 

A.M. 

11:00 

A.M. 

12:15 

P.M. 

1:00 

P.M. 

4:15 

P.M. 

4:30 

P.M. 

Welcome  and  Introductions  . 

Discuss  Confidentiality  Agreement  . 

Discuss  Proposed  Study  Team  Objectives  . 

Lunch 

Continue  Discussions  of  Study  Team  Objectives  . 

Discuss  Agenda  for  September  29th  Meeting  . 

Adjourn 


Prodromou 

All 

All 

All 

All 


Stavro  E.  Prodromou 

Senior  Vice  President 
Operations 

(213)  416-9169  Ext.  Ill 


September  7 ,  1982 


Mr.  M.  Mizushima,  Manager 
R  &  D  Planning  &  Coordination 
Sony  Corporation 
7-35  Kitashinagawa-6 
Shinagawa-ku 
Tokyo,  141  Japan 

Dear  Mr.  Mizushima: 

Please  find  enclosed  the  following  items: 

a)  Proposed  Sony /Mattel  Electronics  Joint  Study  Team  Objectives 

b)  Two  signed  copies  of  amended  non-disclosure  agreement,  plus 
a  copy  marked  up  with  our  changes 

The  amendments  to  the  non-disclosure  agreement  were  incorporated 
to  allow  for  broader  subjects  for  exchange  of  information  and  to  permit 
the  transfer  of  verbal  confidential  information  if  properly  documented 
at  a  later  time. 

We  are  anxious  to  discuss  the  proposed  Study  Team  Objectives  as  soon 
as  possible.  We  are  willing  to  meet  in  Japan,  Los  Angeles,  or  New  York. 
Please  let  me  know  yourprefered  dates. 


SP:hf 

Enclosures 

cc:  Josh  Denham 


Mattel  Electronics,  a  division  of 

Mattel,  Inc.  General  Offices,  5150  Rosecrans  Avenue.  Hawthorne.  California  90250  •  Telephone  (213)  978-5150  •  TWX  910-325-7162 


PROPOSAL 


SONY/MATTEL  ELECTRONICS 
JOINT  STUDY  TEAM  OBJECTIVES 


PHASE  I :  EVALUATE  FEASIBILITY  OF  FOLLOWING  RELATIONSHIPS  &  APPROACHES 

#  Mattel  to  provide  system  specifications  and  information  necessary 
to  produce  Intellivision  system 

Sony  to  manufacture  and  market  in  Japan  with  extension 
to  worldwide  rights  under  a  license  agreement  from 
Mattel  (%  of  Sales  Royalty) 

#  Sony  to  take  above  information  and  develop  a  flat,  color, 
portable  Intellivision 

Mattel  to  receive  worldwide  marketing  and  manufacturing 
rights  under  a  license  agreement  from  Sony  (%  of  Sales 
Royalty) 

#  Mattel  &  Sony  to  establish  a  software  joint  venture  to  develop 
software  compatible  with  Sony  video  game  and  Mattel  Intellivision 

Mattel  to  provide  software  specifications  and  development 
system 

Sony  to  provide  management  and  staff 
Venture  to  be  located  in  Japan 

Sony  Si  Mattel  to  jointly  share  home  video  game  rights 

Mattel  to  have  exclusive  worldwide  arcade  video  game  rights 
and  other  derivative  game  rights 


PHASE  II:  EVALUATE  FEASIBILITY  OF  FUTURE  JOINT  PROJECTS 

•  Sony  &  Mattel  to  provide  a  joint  development  team  to  define  a 
"Second  Generation  Home  System" 

-  Network  definition 

•  Bus  configuration 

•  Protocols 

Mattel  to  provide  advanced  vedeo  game  system 

Sony  to  provide  advanced  combination  disc  (audio/video /digital) 


NON-DISCLOSURE  AGREEMENT 


AGREEMENT  by  and  between  SONY  CORPORATION  ("SONY"),  having 
a  place  of  business  at  7-35  Kitashinagawa  6-chome,  Shinagawa-ku, 
Tokyo,  Japan,  and  MATTEL,  INC.,  ("MATTEL"),  having  a  place  of 
business  at  5150  Rosecrans  Avenue,  Hawthorne,  California  90250, 

U.S.A. 

WHEREAS,  SONY  and  MATTEL  wish  to  exchange  with  each  other 
on  a  confidential  basis  certain  technical  and/or  business 
information  ("INFORMATION")  relating  to  the  MATTEL  " INTELLIVISION" 
and  "INTELLIVOICE"  video  game  system  and  to  the  SONY  "Profeel" 
Component  TV,  "Flat  TV  (Watchman)",  "Compact  Digital  Audio  Disc", 
"High  Definition  TV",  "Interactive  Videodisk  Personal  Computer",  , 
"Mavica",  "Magnetic  Video  Camera  System,  and  other  advanced 
development  and  technology  programs  in  the  areas  of  video  games, 
personal  computers,  and  home  video/audio  entertainment  systems, 
(hereinafter  collectively  referred  to  as  "PRODUCTS")  for  the 
purpose  of  evaluation  and  a  feasibility  study  of  possible  future 
business  arrangement (s)  between  SONY  and  MATTEL  involving  the 
PRODUCTS . 

NOW,  THEREFORE,  the  parties  hereto  agree  as  follows: 

A.  Proprietary  Information,  as  used  herein,  shall  mean 
INFORMATION  disclosed  or  delivered  by  SONY  or  MATTEL  which  the 
disclosing  party  desires  to  protect  against  disclosure  to  third 
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parties  and  which  if  written  bears  a  designation  as  proprietary 
and  confidential  or  if  verbal  is  so  designated  by  the  disclosing 
party  at  the  time  of  disclosure  to  the  receiving  party  and 
subsequently  reduced  to  a  summary  writing  bearing  a  proprietary 
information  designation. 

B.  SONY  and  MATTEL  shall  not  disclose  or  permit  disclosure, 
in  whole  or  in  part  of  any  Proprietary  Information  to  any  third 
party,  except  the  receiving  party's  wholly-owned  subsidiary ( ies) 
which  is  (are)  involved  in  the  aforementioned  evaluation  and 
feasibility  study,  for  a  period  of  two  (2)  years  from  the  date 

of  disclosure.  This  non-disclosure  obligation  shall  not  apply  to 
the  Proprietary  Information  which: 

(i)  is  already  known  to  the  receiving  party; 

(ii)  is  or  becomes  publicly  known  through  no 

wrongful  act  of  the  receiving  party;  or 

(iii)  is  rightfully  received  from  a  third  party 
without  restriction  and  without  breach 
of  this  Agreement;  or 

(iv)  was  independently  developed  by  the  receiving 

party  prior  to  and  without  breach  or  benefit 
of  this  Agreement;  or 

(v)  is  approved  for  release  by  written  authorization 
of  the  disclosing  party. 

C.  It  is  understood  and  agreed  that  no  license  under  any 
patent  or  copyright  is  hereby  granted  by  the  disclosing  party  to 
the -receiving  party. 


-2- 


D.  This  Agreement  shall  be  governed  by  and  interpreted  in 
accordance  with  the  laws  of  the  State  of  California  in  the  United 


States  of  America. 


E.  All  proprietary  information  disclosed  and  received 
hereunder  shall  be  used  by  the  receiving  party  and/or  its  sub¬ 
sidiaries  solely  for  said  evaluation  and  feasibility  study  and 
for  no  other  use. 

IN  WITNESS  WHEREOF,  the  parties  hereto  have  executed  this 
Agreement  on  August  _ ,  1982. 

SONY  CORPORATION  MATTEL,  INC. 


Title 


By 
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MATTEL  OBJECTIVES  FROM  SONY  RELATICNSHIP 


In  addition  to  establishing  a  relationship  v^ch  vd.ll  provide  Sony 
fteS  te  Soducing  video  gane  products  in  the  IntelUvrsion  fontat 
and  a  matioally  rewarding  arrangement  for  developing  . 

those  products,  Mattel  is  interested  on  the  following  vAuch  shoul 
be  of  mutual  interest  to  both  carpanies: 


1) 


For  Mattel  to  be  aware  of  future  Sony  developments  v^ch 
could  relate  to  the  video  game/home  ccirputer  field,  such 
as  peripherals  and  video  discs; 


a.  To  be  prepared  with  products  to  make  use  of  the  Sony 
products  when  they  get  on  the  market. 

b.  To  be  able  to  propose  to  Sony  interfaces  for  their 
products  which  would  enable  better  integration 
with  our  future  products. 


For  Sonv  to  be  a  partner  vd.th  Mattel  in  the  developnent  of 

’  Si^^aS  to  oL  14  system.  Several  of  tony's  ted^lcgxes 

SSSd  appear  to  provide  a  basis  to  sore  developrents  vto-ch 
would  be  mutually  advantageous  to  both  caipaiues. 


(VWTT£L  lELiECTRamca 


Stavro  E.  Prodromou 

Son.ot  Vicf>  P'esident 
Ope'.T^ions 

(21.^  JIG- 169  t  *1  111 


ocro&e£  i°iS2. 


j>R.  M  . 

^oNy  CC3 

SH  //V/?  ^7/^^  j  Jc  VO  , 

-saaJ  )  ^A/ctijJF/)  /J  7)^9  p^j/J/ce-d 
ff^y’os&L  f=o^  Sofjy  / f^/hT'TiFc  s^ce^^oNicx  Sc^z/vess: 
Heu^T'czzs/y/y^ .  Tzy/s  /s  CL/^/ejFfcArzoAy  6f  T/ze 
p^Pos/^L  iFs  Pr£C(J!s-eii  i^iTn  You/^  STVoy  tffm  on 
SGFTFt^BeP  '2,1'^^  1*^  LOS  /^(S'tLFS  . 


Mattel  Electronics  a  division  n‘ 


California  902f:)G  •  leiopPone  (213)  976-5150  •  TWX  910-325-7162 


P(^oPo  ^6v  SO/JY  S-L  ■'  <  i 

\/ib'icC,f^E  sos'p^ss.  eeuniotjSHif- 

1,  Cu^if&uT  /(^telliv/isiok'- SoajX  vibeoc^f‘>£ 
feo!)ocT  CsonY^isiotJ")  Fod^ffT  j:,  fw  Jz 

i)mTre^  etecTXo/jtcs  hill  cia-^pe  sowY  70  MrtMuf-ACTt>^c 

"Kor^Y^ISLCLj"  FOe  P  FCiACTf  FCC  OF  s%  of 
S/?C^  ,  6’ut  «o^  LfSf  r/M/v  is.oouc.  fGL  OMT 

z)  m-rrC-L  £t€aPON^LJ  ihill  eecviOc  hplcmapf  sFFaFicF7/oiis, 

iL^M'Nos,  -n<HHKFt  fissiS7fiMc1  7eiT  fhp 

mLDHf^PL-  TP  Sch7  fy  F  p,  ON^--T,^■1B 

pgr  af  tsococo  u.s.  PfiYfiLze  Vz  f"  £ic^"«: 

Fz.  ^POhJ  F>FL^'JF£Y  Of  fi.LL  iCCC’Mff.'rfT/Of-. 

5)/wCLc<£>efi  fw  FEti  fl«ov£j  MPTret  etec-'^owics  w/a  p<rtrnsc 
Iis  exLLosive  LSZ  v&YncPs  -to  sevu  fll  j^OL-iYmLj  M. 
Cuir-o^  TC'5  -70  SO/UYj  /fJCUO^/WC  ™e  FxFCUTI^e 
^OM  Pf\7'T-^Kl . 


UP  70  2B  WifJeeP  ,  If.il 


TP-^Yiru 


(^Sucf^  /iS  ')r\irfLLivoiCE'^  oT/:/e-^ 

PaCj^Hc^LS  2evetxD/?fz)  py  mrrEL  (Ftrc^oA/;c^ 

IfJh/'CH  Sony  chooses  -Th  MPtf^uFE)C7UPE ) 

0  HhTTct.  et&^fJlCS  lAl/U  l/CEAJSf  ScNY  7-0 
M^Nof7q<To/ee  PepiPHeT^L^  foP 
foC  A  Poy/try  pe€  df 

SACcrS  f^ict  ,  Sot  f^oT  tCEE 
4 1-60  US.  ff-S  Ot'^IT 

s')  f^lYTr^x.  C CEC7^o^'/CS  iA/Lc  PAi\Jit>E  PiP^PAiEAAo- 
tiPP'dAAP.E  SPsc/A'CATU^r  ^  j  T^Af^fCAt 

ASSlSTAtJ<LG  fz^ST  CTAe<.  PiAjfAiPAx^ 

^^a'cJAACT(JA/a<S  YYA^H-PoA  7»  Sony  Yf^‘  A 
o/^  7?/</<r  p^  cP  iiocjooo  US  P/Y)fi€L€=  S/^/yyA/<i 

OA  A  AO  i/i  uPoN  lEU\/6<i  Of-  DOCUPIEAPATCN  • 

3)  /NcxubSto  /Ni  Pe^  Atic^e )  mAttpe  plectPcajics  nuc  PfcSAJe 

(7S  pXCLU^!'^  LSS  UPf.'bC'PS  To  SPCL  PLL  Pc^ iPhaYTH-  HAPbt'-APf 

Co  STOP  SC'S  Jc  SONY  ^  /NCLUbfPC  Tp€  exECLmuE 
Pop  P^Tr^PS. 


uP  To  S  OP  ^.(,/oFt-A  7/A1F  j /^SCOd/AC  T^veo 


l)  mrrcl  ei^FOT^ONfCS  -  be-^e^^c C/h^/I>C^  &jf,iLfi£u--rc^ 

All  ^iSt^/£uT/on  NIll  ^  MA^OFAKToAbet  fcF  joFV  j/v 
Ppfi/ATC  LA^^L-  ^COr'C/A'^7  AOA  A  SAFC /At.  A>/SCOi/^'^T 
$euOL^'  fifisyeF  hirrFi€(jToP  Pakjkk^  .  SbN/  Pans  oP-f^f 
IC^UNC; , -ntfif.'stAFONj  AAToooac  m  OTAeA 

FbP  pAimrc  LACeL  CA^rA)PCEb.  no  PcyfiLri  pe^ 

SONi  fewtfLJF:  LASEx^  SdAT^A^€  CAi^TA/2xSE£  EACToPtL) 

A>y  AfAT'TVL  FlECJAoNiLS,  . 

p)  Jo/A/F  vc-tJTuPe  (So/sc)  T-c  bet/FcoF 

^oNiv/SfoAJ'  cAF7?F/i)<Se^  : 

0{)  lAPTreX.  EtPCJA'OfJiC^  Pf Sci7Vw/^F  SPFc/F/fAT^yAS 
Ph'b  P£^FloP/^1&j'T  TOOLS’  Jcj/aF  wati/fl/AF  y  //-  CLoi^>^<3 
P-XFCo7/(^F  fC‘A  X/ApTiPA  CcAAyJPNT  AFD  AEAtF^fFA/KS 
yT)  J{/  will  pe\JE\oP  fJEvu  3^n/jPPe  cAFrA/ixp'Bi  fbP 

SonVVI^  I  AAi)  ftplPAEPPLS 

-c)  3V  WILL  X)AAJum:7!jP€  OP  CotjTTZfiCr  Ft^p  hiArJOFAKToPC 

(plTL  AprrCL  LrieClPOWlCS  OP  SLAy/  0£  OT/f^') 

CAi^^h^C%.  JT  VerFLOP^  UWPFiC  ^ SoNA  ^( SiCN LA^eu 
y)  J\J  »v'/C  C  self  VO  SO/X'y  fAi^A7E  F/9i>FL  C-A£7A/bCeP 

P7  XiiTjA l6o7cP.  PRICING  CCMPAP/hSie  rt)  (()  . 

Sopy  "TL  fXAAtFl  wtPu>W>DP  AS  fT  CAooLi& 
t)  CAnHOT  PPcDuCe  foA  Avy  (TFl-A  NPKFAreA  exCFAT 

Scpy ;  Scfjy  cAnwcf  pevFLCjA  ioNisjisio^  scPtu/A^f 


Ci-^<r7>Scy.'fQ 


SonV  rr^  ofT'OtJ ^  MM  Po^c^hnsi 

Pev^L^/^  ffcM  TMC  JV  .  /^/  SOCP  Ck^^y 

TH^  ^JV  i^ILL  TO  ^lATTl^  ^VAtry 

^p  SV<=  SPiCS  fcA  TH^ 

Cp£r/^/hcie  '  PAHtti:A'~  A  uce^s:e  hatt^ 

etecTApNics  jv  /i/MoFAcroOkJ^  ^cjcp 

.  T'Ais,  I>cf^  ^-^7  f^PM 

To  Pr^y  MA7Te^  ^z.,ECriec^  i^  CTeTAib<^es  c^JM/Ci^  ^f 
uc&^'SEv  A  77^^  A)  TA^ry  ( SOCM  ap  /^^c^be 

C,4H€Sy  ct  tkMJOCp  CARACTIfPS) 

CtHtP  7i/P^  ~n^  Pi/AcrV  Pec  ^  t^ctg 

CMy-AOTPX  ^caih  Pc  nnrJuPPcroPtY)  fiCD  r^A/ccrec 
fis  /N  Paaa(;/aap  fee  TV-  htveLDPei  eAC^/z>ops 


f\,  LCnC,  Tb^ A 1  Let/ rfo/-*e+^ ) P- 

i)  Fb^  M  36^/  Kj^TXipcL^/€  Cc^?e^/?T/ ^ce  ^///V 

Po/^/Vr  X,  j  cf  Fx^je  fcC 

S  /t  rf<X  fFi/^7  '!^7c  ^F  ^ 

O^foL  f\Fi  bOTUi^E  e>CFi  f^td{jCT  CCNPA^^LL  F  tv/TH 

^oTU^e  (xFk^At  C:L.^,e'rC),y(:F/Fce  FCFrftyfrJT 
ExrefJO  K.?  S  yc-P)'^P  P^A-  OP  TP  cF  f/F.r  F^DUCJICSJ 
3)  StF-r^FLe  rcF  f)Fy  a,, 1-2  cL  Forage  ftMi 

C>/^i-V  l)IrixetOFri)  FY  UV  FCF  FJ  LCF^  AS  ^iFY  FFFY^h/  f 

YkYFtF’f'fFtJF  /S  /A/ £fFFC7 ;  (j')tP)  Fi>7'^€ 

F .  NOK-C CF\Pt:  Tfl  1C  /- ' 

\)  SONi  tA'ILL  Ai^7'  FWL(  7j^lAL0FF)CnfP^  leveioL 

Y/bFOCF/^E-  /^cbOCJ  7 JOT  C<7/PF7/Fce  iF/TtY 

/fYretFJ\/is/oM 

5c nX  \fill  nc7  BtoeF  Jy  cF  cFtTeF 

£\)lu^e<S  £t^A77<^’7eHi F  FL  /A7et  UL/F/0/J  -Cc^^Pe  //FCF 

SoFFhJMF' 


C .  Tu/^t  iX^'tLC  f^^Tt  A''7f 


0  ^LAT  cci^e  Tv/  ^/2)eo(i/?A^  -  sucA  y/^r  ^ 

A  At  At  (A66^  tv/  j  /f  lAiJ  OCCO^Sj 
sckV  u^'ill  lyeyi-^cf  fi  fc^AA^LE  vroeos/MC 

TA/S  TBlZ-mccGy .  fEZOlEytEc.  fy^cbOCr  72  AvA/cA^c 

f=cAL  EVCCJ/EcMCS  Ur^DA^  7^/^/  fACcMScAV 

Si^I{j9(2  To  7T>0*ir  HfiTy^  C-oeC^/OtAp  cs  OAAtr^CTA  ScAY  CEJ 
/NTC Lt  /  7/S^OA  ' 

f^c^boci  jAtxyF^/CiA^(r^S  7?  /T  MotTAU/  'A7^r€£>  aPck  . 

z)  "say^i^D-Cet-e^zAEYcE  /iMt-  y) DeE>sys'7^-/Y- 

Y^ATp'Ez^  CoEC7^t/\'/C^  h^YiC  AT/6YJ  A  a^^/^  7 

lEv'eLt'A/'/B'A'}  Tr/)M  TT  VEf//YC  SUiCH  yy^Tl-MT  J  OfO  A 
/\/0A'eycii/Si\7e  €AISI^  , 

TEA^I  hJ/CC  CX,N^  Yi>EE  fc£f"AyS  Cf  AI2>UA 

V/A6O0fi-^T ?Ttiye<  ScE T/.<^/?fyY~  ^ 

Hot^i  a f:FY^Uyfi7YO^  (d^f^cK'CCLZ  ,  CiOY/Afi7/£Yi/7y 

CTAlA  YhMf  V'lEc:  SYSTEfAS  SVCF  AJ  C^^'ifioKVKTT  TY  ^ 

AdT/ ^  VltE'OTt'TJ  J  Y'Hch'SC^  )  \l(y'A  ,  CpY/?^9QT  t>'d/7P9L 

Ahjh  \c  t>/d c  j  erC' 

o£XC7i^7  T/^t  -rEArf  /S  -7^  2)ef  /MrifSS  ~/^y(- 

^'i^ye-fAS ,  P/coDuC7  ptVE't-Y)A^Ai'  77  AK'htFTA.r 0 A  /A/'i)CTtY'j2>C-f^'7C/ 
a  EAA  CoYlfAf^y  7T  A6d7E/)  (^PCY  SAc/AZCATAiAE, 


NON-DISCLOSURE  AGREEMENT 


AGREEMENT  by  and  between  SONY  CORPORATION  ("SONY"), 
having  a  place  of  business  at  7-35  Ki tashinagawa  6-choine, 
Shinagawa-ku ,  Tokyo,  Japan,  and  MATTEL,  INC.,  ("MATTEL"), 
having  a  place  of  business  at  5150  Rosecrans  Avenue,  Hawthorne, 
California  90250,  U.S.A. 

V7HEREAS ,  SONY  and  MATTEL  wish  to  exchange  with  each  other 
on  a  confidential  basis  certain  technical  and/or  business 
information  ( "  INFOR^UkTION"  )  relating  to  the  MATTEL 
"INTELLIVISION"  and  " INTELLIVOICE"  video  game  system  and  to 
the  SONY  "Profeel"  Comoonent  TV,  "Flat  TV  (Watchman)", 

"Compact  Digital  Audio  Disc",  "High  Definition  TV",  "Interactive 
Videodisk  Personal  Computer"  ,  **Mavica^^ Magnetic  Video  Camera 
System  ,  (hereinafter  collectively  referred  to  as  "PRODUCTS") 
for  the  purpose  of  evaluation  and  a  feasibility  study  of 
possible  future  business  arrangement (s )  between  SONY  and 
MATTEL  involving  the  PRODUCTS. 

NOW,  THEREFORE,  the  parties  hereto  agree  as  follows: 

A.  Proprietary  Information,  as  used  herein,  shall  mean 
INFORMATION  disclosed  or  delivered  by  SONY  or  MATTEL  which 
the  disclosing  party  desires  to  protect  against  disclosure  to 
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third  parties  and  which  if  written  bears  a  designation  as 
proprietary  and  confidential  or  if  verbal  is  so  designated  by 
the  disclosing  party  at  the  tine  of  disclosure  to  the 
receiving  party  and  subsequently  reduced  to  a  summary  writing 
bearing  a  Proprietary  information  designation. 

B.  SOMY  and  riATTEL  shall  not  disclose  or  permit 
^2_sdosuref  in  w'hole  or  in  part  of  any  Proprietary  Information 
to  any  third  party,  except  the  receiving  party's  wholly- 
owned  subsidiary  (ies)  w'hich  is  (are)  involved  in  the  afore- 
jnentioned  evaluation  and  feasibility  study,  for  a  period  of 
two  (2)  years  from  the  date  of  disclosure.  This  non-disclosure 
obligation  shall  not  apply  to  the  Proprietary  Information 
which : 

(i)  is  already  known  to  the  receiving  party; 

(ii)  is  or  becomes  publicly  known  through  no 

wrongful  act  of  the  receiving  party;  or 

(iii)  is  rightfully  received  from  a  third  party 

without  restriction  and  without  breach 
of  this  Agreement;  or 

(iv)  is  independently  developed  by  the  receiving 

party  without  breach  or  benefit  of  this 
Aareement  where  such  independent 
development  is  documented  with  sufficient 
definity  to  sustain  a  burden  of  proof  in 
a  court  of  law  of  the  United  States  of 
America;  or 
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(v)  is  approved  for  release  by  written 

authoriztion  of  the  disclosing  party. 

0^  is  understood  and  agreed  that  no  license  under 

any  natent  or  conyright  is  hereby  granted  by  the  disclosing 
oarty  to  the  receiving  party. 

This  Aqreement  shall  be  governed  by  and  interpreted 
in  accordance  with  the  laws  of  the  State  of  California  in 
the  United  States  of  America. 

E.  All  Proprietary  Information  disclosed  and  received 
hereunder  shall  be  used  by  the  receiving  party  and/or  its 
subsidiaries  solely  for  said  evaluation  and  feasibility 
studv  and  for  no  other  use. 

This  Agreement  shall  become  effective  as  of 
July  27,  1982. 


SONY  CORPORATION 


Title  _ 

Date  ^ 


MATTEL,  INC. 
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TRT  MULTISPEED 
J1SI621  15-0CT-82  22;34E 


A'>' 


PROMISED  RELATIVE  TO  FUTURES  TECHNILOGY 


MATTELCO  HUTH 
96499103257184 
78122262^  SONYCORP  J22262: 

BT 

MATTELCO  HUTH 
1 0/15/82 

HUTH  MSG  NO.  30413 
TERUHISA  TOKUNAKA 
HERE  IS  THE  STATEMENT  UE 
AND  LICENSING  OF  IT 

TECHNOLOGY  COVERED  UNDER  THE  “FUTURES"  PORTION  OF  THE  AGREEMENT 

ALL  TECHNOLOGIES  WHICH  COULD  BE  EXPECTED  TO  RELATE  TO  J"* 

DEVELOPMENT  AND  FUTURE  DEVELOPMENTS  IN  THE  VIDEO  GAME  AND  HOME 
COMPUTER  FIELDS,  INCLUDING  VIDEOTEX  AND  DATA  BASE 

^^MRECTLY^ENHANCING  THE  MATTEL  SYSTEMS  OR 

‘  INTERFACiL  with  THE  MATTEL  SYSTEMS  SUCH  THAT  COORDINATION  OF 

inIr'sPEC?FKAL^®TH5?sXD^  BUT  NOT  BE  LIMITED  TO: 

STORAGE  SYSTEMS  FOR  DIGITAL,  AUDIO  AND  VIDEO  DATA  -  PREFERABLE 

COMBINED  INTO  ONE  MEDIUM. 

.  SOFTWARE  SECURITY  TECHNIQUES. 

•  HOHE  ;,etSor.'s''"inclum;g''hSl?;-5ser  and  multi-task  applications. 

;  ?rANf  H^  pi  JeJeLOpSen?s  AS  THEY  UOULD  RELATE  TO  VIDEO  GAMES  AND  , 

HONE  COMPUTERS. 

CONDITIONS  UNDER  UHICH  SONY  UOULD  BE  EXPECTED  TO  PROVIDE  MATTEL  USE 

?F  S0«y''eJeC?s‘'?S‘'cReJ?e  aJ^SIvELOP  PRODUCT  IN  THE  FOLLOWING  / 
JLhS^M^AReL  SnD  MATTEL  WISHES  TO  INCORPORATE  THE  TECHNOLOGY  IN  A  _ 
MATTEL  -F’RODUCT  BUT  IT  IS  NOT  OTHERWISE  REASONABLY  AVAILABLE  . 

ELSEUHEBlE:  -  - 

'TsO^Y  OuJeK  SOFtSaRE-  SEcSR?f?‘TECHNI9UE  USED  DY  A  MATTEL  PRODUCT. 

A  COMBINED  DATASTORAGE  MEDIUM  NOT  AVAILABLE  FROM  THE  SOURCKfcEIVFIT 
FX^hPLES  UHICH  UOULD  NOT  NECESSARILY  BE  LICENSED:  /  inoo 

^[^DIGITAI.  F*  nppvnTQK  DRIVE  AVAILABLE  FROM  SEVERAL  SOURCESiQQJ  2C  1982 

,/  /  D.  CHMdiu- 

daOid  p.  chandler  j  / 

■pTt ^ -  /  ^ 

MATtELCO  HWTH  f 


/ 


MESSAGE  REQUEST  mat-3472 


PRINT  OR  TYPE  ONLY 
ILLEGIBLE  COPY  WILL  BE  RETURNED 


SEE  REVERSE  FOR  INSTRUCTIONS 


NOTE  TO  OPERATOR 

- RUSH  PLEAS-E- 


( REPLY  VI-A  Wul  Dial  101  v^ag  on  their  telex  to  us  which  v/f~ 

RECEIVED-  THOUGHT  YOU'D  WANT  TO  KNOW  THAT)  _ 


1ESSAGETYPE  (CHECK  ONE) 


IF  RESTRICTED,  MANAGER  APPROVAL 


REQ.  DATE  REQ.TIME  PAGE 


A  nCMCD  A  1  1 

RESTRICTED 

LU ^-IL  — ! - J - —1 - 

>*  O  K 

too 

TO  (NAMES  IN  FULL) 

CC 

CC 

-Jo® 

O  m  flC 

U.  g  £L 
-> 

TO  (NAMES  IN  FULL) 

CC 

CC 

UJ  H  UJ 
h  ®  CD 
p  Ul  5 

ill 

TO  (NAMES  IN  FULL) 

CC 

^  D  &  Kf  V 

CC 

TO  (NAMES  IN  FULL) 


m 

H  lU  H 

1/5  I  S 

^  H 

Q  o  < 
”^5 


MES  IN  FULL 

N.  IDEI 


SONY 


ADDRESS  (NUMBER,  STREET.  CITY.  STATE,  ZIP  CODE) 

TOKYO 


TELEX  NUMBER/F/  '‘F'Mile  NUMBER 

..REPLY  VIA 


MESSAGE  TEXT  WUi-UI  AL  lOl 

J222B2 


't&SRS  IBA7Rli\NNING 

-  -TOiaJ-RNAKAAHOAtr 


CC  (NAME  IN  FULL) 


KAMIHARA^  AU  DIV 
[fm- 


AS  .INDICATED  OUR  HTG  ON  OCT  8  IN  SONy  OFFICES^. N^SH.NAGAWA-KU^AND^ 

OCT  9th  at  OKURA  hotel,  the  INTELLIVISION  n 

PRODUCTION  ON  THE  MASTER  COMPONENT_.  JH|R|^ARE^™^^  CHANGES  TO 

PSiliiS 

WU  SK  ThI  whole  SYsfEM  OF  1-2  AS  WE  SHOWED  YOU  ON  THE  VIDEO  TAPE, 

(ALSO,  HAND  CONTROLLERS  WILL  BE  PRODUCED  IN  THE  NEXT  14  DAYS  AND  WE  WILL 
FORWARD  TO  YOUR  HK  OFFICE  ASAP) 

rnPT-ciAN  WF  STILL  AWAIT  OUR  INDICATION  FROM  SONY  OF  ACCEPTANCE  0^  c 

^R^rLT7[l5Efs!°^WE°^R?AK^X.S;s°^rSE"E?"«MrT0%^^^^^^^^^^^^ 

IN  PRINCIPLE. 


REGARDS. 


REQUESTOR  NAME 

STAY  PRODROMOU 

BUDGET^^^T^R  NUMBER 

"WSlll 

HAWTHaiyif:  f  C'S  (IN  full) 

DAVrX HANDLER  * 

C.C. 

C.C. 

C.C. 

rtATTELiwt  HWii-i 

L 

TO  91  0-325-71  62,  CALIFORNIA,  (J .  S  .  A  . 
FM  SONY  TOK  OCT.  21  -ir.? 


AT  TN: 

MR. 

S.  PRODROMOU,  S.V.P 

OPERATIONS 

C  C  s 

DR. 

D.  CHANDLER,  V.P., 

S  T  R  A  T  E  G  I C  B  E  V  E  L  0  P  M  E  N  T 

FRM: 

N. 

IDEI 

CC: 

M  R  > 

IBA,  PLANNING 

MR. 

TOKUNAKA,  LEGAL 

M  R . 

KAM IMARA,  AU  DIV. 

MR, 

MORITA,  PLANNING 

e-C 


FIRST  UF  UOULD  LIKE  TO  THANK  YOU  FOR  PROVIDING  US  THE  1-2 
SAMPLE. 

T  H  E  S  A  M  P 1.  E  U  E  R  E  C  E I  V  E  D  ,  H  0  U  E  V  E  P: ,  D I  D  N  0  T  C  0  M  E  W I  T  H 
HAND-CONTROLLERS  AND  ALSO  SEEMED  ONLY  THE  COST  DOWN  VERSION 
OF  THE  1-1  MODEL. 

QUITE  HONESTLY,  THE  SAMPLE  WAS  SOMEHOW  LOWER  THAN  WHAT  WE 
DID  EXPECT  FROM  YOUR  D I  SCRIPT  IONS  OF  1-2  FORMAT. 
CONSEQUENTLY,  IF  WE  ARE  TO  MARKET  THIS  1-2  FORMAT  HARDWARE, 
IT  IS  MOST  NECESSARY  TO  HAVE  PERIPHERALS. 

WE  WOULD  APPRECIATE  IT  IF  YOU  COULD  SEND  US  THE  FOLLOWINGS  . 
WHICH  WE  BELIEVE  YOU  DID  INDICATE  US  AT  THE  LAST  MEETING 
IN  TOKYO.  .  , 


,  HAND  CONTROLLERS  .  . 

.  ASCII  KEY  BOARD  AND  ITS  SOFTWARE  ' 

.  K  E  Y  B  0  A  R  D  M  U  S  I  C  A  L  I N  S  T  R  U  M  E  N  T  S  A  N  D  .  I  T  S  S  0  F  T  W  A  R  E 
.  A  N  D / 0  R  T  H E:  LN  F' 0 RBAJ 1 0 N_  F 0 R  ..T-i44r^-^BO^_  i  T E H S " 

OUR  REQUESTS  IS  A  VITAL  FOR  US  TO  HAVE  THOSE  ITEMS  AS  SOON 
AS  POSSIBLE  IN  ORDER  TO  MARKET  1-2  FORMAT  HARDWARE  NEXT  SPRING 


BEST  REGARDS 


END.  . 

2423094S0NYSI  J 
MATTEL  INC  HWTH 


REPLY  VIA  WUI-DIAL  101 


21  /1  0/82  00 1(30  50 


REF; 


DATE:  October  22,  19  82 

TO;  Stav  Prodroinou 

FROM;  Ronald  M.  Goldman 

SUBJECT;  Mattel  -  Sony  -  Cross  License  Proposal 


Inquiry  was  made  as  to  which  Intellivision  brand  cartridges 
made  by  Mattel  could  not  be  reproduced  by  Sony  as  a  Sony- 
Vision  cartridge. 

First,  any  Mattel  cartridge  containing  on  or  in  connection 
therewith  a  licensed  trademark  may  not  be  reproduced  (with 
such  trademark)  by  any  licensee  of  Mattel.  That  amounts  to 
a  sublicense.  Mattel  is  not  permitted  to  grant  sublicenses 
under  the  trademarks  to  unrelated  third  parties,  such  as 
Sony.  Into  this  prohibited  category  thus  falls  all  Intelli 
vision  brand  cartridges  upon  which  Mattel  Electronics  is 
paying  royalties  presently.  You  may  make  reference  to  the 
accounting  records  maintained  by  Cindy  Yates.  Briefly,  this 
includes  CTW  -  Math  Fun  and  Word  Fun,  NBA  Property  Basketball, 
LCA  Hockey,  NFL  Property  Football,  NASL  Soccer,  LCA  Baseball,^ 
PBA  Bowling,  PGA  Golf,  Teletape  Backgammon,  Teletape  Chess, 

U..S  Chess  Federation,  ABPA  Backgammon,  U.S.  Ski  Team  Skiing, 
TSR  Hobbies  Dungeons  and  Dragons,  Data  East  Lock  'N  Chase, 

TSR  Hobbies  Advanced  Dungeons  and ^Dragons. 

Please  note,  it  is  assumed  that  this  list  is  complete  as  of 
the  time  those  cartridges  were  entered  by  Cindy  upon  the  books 
by  the  Accounting  Department.  I  have  not  had  an  opportunity 
to  review  the  recent  outpouring  of  new  cartridges  since  they 
have  not  been  delivered  to  me,  although  they  appear  to  have 
made  it  into  some  of  the  local  stores.  For  example,  I  , 

that  the  "Tron"  cartridge  curiously  is  not  included  on  Cindy  s 
royalty  report  form.  Tron  is  also  a  licensed  name  and  hence 
that  name  may  not  be  licensed  or  sublicensed  to  Sony  to  be  sold 
as  SonyVision. 

If  you  wish  to  delete  marks  from  yarious  cartridges,  then  a 
different  question  is  presented  and  a  somewhat  different 
answer  results.  This  hinges  upon  ownership  of  copyright  in 
the  cartridge.  Thus,  assuming  all  reference  to  the  trademarks 
could  permissibly  be  and  were  deleted  in  connection _ with  this 
transfer  to  Sony  for  the  making  of  SonyVision  cartridges,  the 
following  would  still  not  be  permissibly  sold  because  ownership 
of  the  cartridge  copyright  is  not  entirely  in  Mattel:  1)  CTW 
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Math  Fun  and  Word  Fun  cartridges;  2)  TSR  Hobbies  Dungeons  and 
Dragons;  3)  Data  East  Lock  'N  Chase;  4)  TSR  Hobbies  Advancea 
Dungeons  and  Dragons;  and  the  (elusive)  Tron. 

Note  also  that  with  respect  to  some  other  cartridges,  if  you 
are  entitled  to  grant  a  sublicense,  you  are  obligated  to 
obtain  and  pay  over  a  share  of  royalties  and 

away  free  of  charge.  This  would  apply  to  the  Teletape  Back 
gammon  cartridge  and  the  Teletape  Chess  cartridge. 

It  is  also  noted  that  Magnavox  holds  patents  in  Japan.  Sony 
should  be  made  aware  of  the  possible  infringement  claims  and 
you  should  obtain  a  disclaimer  of  any  indemnity  through  tnem, 
on  at  least  the  following  cartridges:  Hockey,  Football, 
Soccer,  Baseball,  Basketball,  and  Tennis. 


Regards , 


RMG: ce 


cc:  B.  Catron 

j .  Denham 
R.  Ekstrand 
P .  Rioux 
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TO  FACILITATE  PROMPT  INTRODUCTION  OF  SONY'S  T'U  12  PRODUCTS, 
ii  A  T  "f  L  L  U  1 1.  i..  S  E  L I..  1‘  0  S  Q  N.  Y  P  A  R  T  G  ,  S  U  B  ■  A  S  S  E  M  B  i..  I L  S  A  N  D  B  0  A  R  D  b 

Q  F  I  !  1 2  H  A  S 1'  E  R  C  Q  M  !■''  Q  N  E  N  T  S  A  N  D  P  E  Ff  I P  H  E  R.  A  L  S  » 

1 1"  S  0  N  Y  U  I L  L  D  E  M  E  L  Q  P  A  N  D  I  H 1’  R  0  D  0  C  E  S  0  N  I  ■'  S  0  U  N  0  I  D  I-  0  b  A  M  L 

U  I T  i  i  I N  2  Y  E  A  IT  S  F  R  0  M  T  H  E  D  A  T  E  Q  F  I H  E  A  G  R  E  E  M  E  N  !  ,  S  0  N  Y  U  1 L I. 

DISCEOSE  SOFTUARE  SPECIFICATIONS  TO  MATTEE  AND  GRANT  A 
L  I  C  £  N  S  E  T  H  E  IT  E  U  N  D  E  IT  A  T  T  FI  E  8  A  M  E  C  0  N  D  I  T  I!  0  N  S  AS  IN  1  .  A  B  0  U  E  . 

ON  13  AND  14,  SONY  UIEL  HAVE  AN  POTION  TO  RECEIOE  THE  SAME 
T  Y  P  F  0 1-'  I'  N  F  0  IT  ii  A  1‘  1 0  N  A  N  D  L  I  C  E  N  S  E  0  N  T  H  E  S  A  M  E  C  0  N  D  I T'  I  0  N  . 

(DO  1.30  0, 00  0  FOR  EACH  OF  13  AND  14,  AND  5  PCT.  ROYALTY  FOR 
MA2TiJ_-4lE-y-E.LaP.ED  ....SMI. WARE  C  ARTIT  I  DOES  ) 

MATTEL  WILL  MAKE  ITS  SOFTWARE  CARTRIDGES  AVAILABLE  lO  -^UNY^ 

U  N  D  E  IT  P  IT  I  V  A  T  E  1.  A  B  E I..  P  A  C  K  A  G  I N  G  A  S  S  I'  A 1’  £  D  I  N  I  ,  C  1  )  _  0  F  M  A  T  T  E  L 
1  0 ./  5 ./  0  2  I-'  R  0  P  0  S  A  L. ..  F‘  IT  I C  I  N  G  F  0  IT  M  0  L  A  E  T  0  B  E  B  E  'I  E  IT  M  I  N  E  D  . 

„  Y  0  L.I  R  u  S  T  E  P  P  IT  0  G  IT  A  M  (  1  0  /  9  /  8  2  )  F  0  IT  T  E  C  H  N  I  C  A 1.  C  0  0  P  E  IT  A  T  1 0  N  I S  _ 

B  A  S I C  A  I..  L  Y  A  G  R  E  E  A  D  L  E  T  0  0  S  ,  W  E  W  I  S  FI  T  0  C  L  A  R  I  F  Y  T  H  A  F  T  H  E  T  Y  P  E 
0  f-  I  N  F  0  IT  M  A  T 1 0  N  W I  I I C  FI  S  0  N  Y  U  I  L  L  D  I S  C  L  0  S  E  T  0  M  A 1'  T  E  L  U  N  .0  E  R  T  H  E 
P  IT  0  G  R  A  M  W  1 1..  I..  B  E  "f  H  E  FI  0  H  E  V  I D  E  0  G  A  M  E  - 1"’  E  IT  I  P  I- 1 E  IT  A  E  A  N  D  H  0  M  E 
C  Q  M  P  U  T  E  IT  •  P  E  IT  I P 1 1 E  IT  A !..  I N  T  E  IT  F  A  C  £  S  P  E  C  I F  I  C  A  T  1 0  N  S  0  F  T  H  E  F  0 1.  L  0  U  I N  G 
PFRTPMFRAI  NEOUIPMENTS  which  are  and  hay  be  DEVELOPED  BY  SONY 
DURING  THE  PERIOD  OF  THE  TECHNICAL  COOPERATION  AND  WHICH 
F!  A  V  E  ,  I N  S  0  N  Y  S  -J  I!  D  G  H  E  N 1  „  H  0  M  E  V  I D  E  0  G  A  M  E  ,  H  0  M  E  C  0  M  P  U  T  E  IT 
APPLICATION., 


1  )  0  P  T  I C  A 1.  A  N  B  M  A  G  N  E  T  I C  S  T  0  IT  A  G  E  S  Y  S  I E  M  F  0  R  D  I  G  I T  A  L  ,  A  LI  D  I Q 

AND  VIDEO  DATA, 

2  )  S  0  F  1'  W  A  F;  E  S  E  C  1)  IT  I T  Y  8  Y  8  T  E  M  , 

3)  FLAT  COLOR  TELEVISION  RECEIVER  (COLOR  VERSION  OF 

•••  W  A  r  C  H  M  A  N  M  0  N  0  C  H  IT  0  M  E  T  E  L  E  V  I S  I  0  N  IT  E  C  E I V  E  IT  )  . 

4)  HOME  NETWORKS,  INCLUDING  MULTI-USER,  MULT  I -TASK 

A  P  F’  I..  I C  A  T  i;  0  N  S  ,  T  E I..  E  V  I S  I  0  N  IT  E  C  E  I V  E  IT  S  A  N  D.  H  I F  I  £  9,  U  I  P  M  E  N  T  , 

SINCE  YOl!  INTEND  TO  INTRODUCE  14  IN  1985,  THE  CONTINUED 

I  N  F  0  R  M  A '[  1 0  N  F  L.  Ci  W  U  N  D  E  IT  T  H  E  3  T'  E  P  6  W  I  L  L  E  N  D  I N  D  E  C  .  1  9  8  5  , 

MATTEL  WILL  KEEP  THOSE  INFORMATION  CONFIDENTIAL  BUT  MAY  USE 
SUCH  INTERFACE  SPECIFICATION  TO  DESIGN  ITS  HOME  VIDEO  GAME, 

I I  fi  H  r-  C  n  M !-'  i !  T  £  IT  S  Y  S  !'  E  M  (  1 4  )  .  S  0  N.  Y  W  I  L  L  N  0 1'  B  E  IT  E  9  0  I  IT  E  D  !'  0 
DEVELOP  OR  MANUFACTURE  SUCH  PERIPHERAL  E9UIPMENT  OF  TO 

D  I S  C  L  0  S  E  I N  F  0  R  M  A  T  1 0  N  W  H  I C  H  SONY  MAY  BE  IT  E  9  U  I  IT  ED  TO  K  E  E  P 

C  0  N  F  I D  £  N  "r  I A  L  D  Y  A  T  I  i  I  IT  D  P  A  R  I  Y  „ 


^  I F  G  0  N.  Y  D  E  C  I D  E  S  i’  0  M  A  N  LI  F  A  C  T  L!  IT  E  S  L!  C  FI  P  E  IT  I P  H  E  IT  A  I.  S  ,  S  0  N  Y  W  I L I.. 
n fee  IT  THEM  FOR  SALE  TO  MATTEL  FOR  DISTRIBUTION  UNDER  MATTEL 
BRAND  FOR  USE'  WITH  MATTEL  VIDEO  GAME  OR  HOME  COMPUTER, 


IF  SONY  DECIDES  NOT  TO  MANUFACTURE  SUCH  PERIPHERALS  AND  IF 
THEY  ARE  NOT  OTHERWISE  AVAILABLE,  SONY  WILL  GRANT  TO  MATTEL 
A  NON-EXCLUSIVE  LICENSE  UNDER  SONY'S  PATENTS  TO  MAKE  OR 
HAyF  MADE  SUCH  PERIPHERALS  DURING  THE  PE  I  ROD  WHERE  SUCH 
NON  -AVAILABILITY  CONTINUES  ON  TERMS  AND  CONDITIONS  '[O 
A  0  R  E  E  D  L!  R  0  N  I N  G  0  0  B  f-  A  I T  H  .  S  0  N  Y  W  I L  L  N  0  T  B  E  R  £  9  LI  I R  E  D  T  0 
MAKE  MANUFACTURING  KNOW  HOW  AVAILABLE  TO  MATTEL  B  ECU  ASF.  IT 


fi  U  i'J  ■  li  i..i  n  I  ‘  L  !  L 

A>'!  STATi::n  A  BOV!;:,  Ui;:  FErL  it  being  ext  re  h  el  y  difficult  to  comhit 

f)  I )  I"  I  'J  F  I  U  A  N  Y  !  Y ! ''  E  G 1 "  N  Cl  N  -  C:  0  M  P  E  I E  P  R  G  U  I S  1 0  N  I  N  1  H  I  S  I-?  A  P  I  D I..  Y 
CHANGING  COHPUTER  RELATED  INDUSTRY  UHICH,  UE  HUPE,  UILL  BE  ONE 
0 1"  G  U  R  H  A  J  G  R  B  U  S  I N  £  3  S  I N  T  H  E  F  LI  T  U  R  E  „  IN  3  P  I T  E  0  F  T  H  IS 
G  B  3  E  R  U  A  r  I Q  N  ^  U  E  H  A  V  E  A  ’I  !  E  M  P  T  E  B  T  0  E  U  A  L  LI  A  T  E  T  H  £  G  A  L  U  E  0  F  T  H  E 
H  A  R;  D  U  A  IT  E  £  X  C !..  Li  S  I G  I  I  Y  I N  J  A  P  A  N  U  H  I C  H  Y  0 IJ  S  E  E  M  E  D  T  G  B  E  P  R  E  P  A  R  E  D 
TG  GIGE  TQ  SONY  IN  ORDER  TO  INDUCE  US  TG  AGREE  TO  A  NON-CO HPETE 
P  R  0  G I S I G  N  F  I R  5  T  ,  I H  E  E  X  C I..  LI  S  I G  I T  Y  I N  J  A  P  A  N  U  X  L  L  N  E  C  £  S  S  A  R  1 1.  Y  B  £ 

I, .  1 M  X  I E  D  ■  I  0  T  H  E  E  X  C I..  L!  S  I G  1 1  Y  0  N  H  A  N  U  I-  A  C  T  L)  R  E  .  Y  0  LI  0  B  G  I  0  U  S  L  Y  U  1 1.  L 
IT  AGE  TO  RETAIN  YOUR  RIGHTS  TO  DISTRIBUTE  IN  JAPAN  AND  WE 

A  !■'  P  R  E  C  1 A  T  E  Y  0  L!  R  P  Q  S  I  1 1 U  N  „  £•  E  C  L!  N  D  ,  I N  G  I  E  W  0  F  i  H  E  F  A  C 1'  T  H  A  T  Y  G  L! 

DO  NOT  HAGE  PATENTS  IN  JAPAN  AND  THE  CURRENT  UNSETTLED  STATUS 
OF  LEGAL  PROTECTION  ON  SOFTWARE  IN  JAPAN,  WE  CAN  NOT  BE  SURE  AS 
TO  THE  PROTECTION  UE  WILL  HAGE  EGEN  AS  TO  THE  LIHITED 
E  X  C I..  LI  S  I  G  I  T  Y  G  N  N  A  N  LI  I-  A  C  I  LI  R  E  ..  A  C  C  0  R  D  I  N  G I..  Y  ,  A  P  A  R  I  F  R  0  M  I H  E 
DIFFICULTIES  TO  COiiMIT  OLIRSELGES  TO  UNKNOWNS  IN  THE  FUTURE,  WE 
DELIEGE  THAT  THE  EXCEL)  S  IG  IT  Y  CAN  NOT  WARRANT  THE  N  0  N  -  C  0  H  P  E  T  E 
RESTRICTION  ON  SONY.,' 

UE  WILL  NOT  REQUEST  YOU  TO  RESTRICT  YLILIRSELGES  IN  NEITHER  THE 
C  LI  R  R  E  N  I  P  0 1?  T  1 0  N  N  G  R  I  H  E  F  U 1'  L!  R  E  P  0  R  '1 1 0  N  0  F  I H  I S  D  E  A  L  .  L  I K  £  U  I S  E  , 

WE  WOULD  NOT  LIKE  TO  BE  RESTRICTED.  UE  BELT  EG E  THAT  WE  CAN  HAGE 
A  GOOD  CQHPLEHENTARY  RELATIONSHIP  AND  UE  PROPOSE  THAT  WE  SEEK 
SUCH  RELATIONSHIPS  WITHOUT  RESTRICTING  EACH  OTHER. 

IG.  SOFTWARE  JOINT  GEN  TORE 

YOU  HAGE  proposed  A  SHORT  TERM  JOINT  GENTURE  AS  A  GEHICLE  TO 
BELIGER  YOUR  SOFTWARE  INFORMATION  TO  SONY  WHILE  CONTROLLING  THE 
SECURITY  OF  THE  INFORMATION.  FOR  ALL  OPERATIONAL  PURPOSES,  THE 

J. G.  IS  FOR  DEGELOPMENT  OF  SOFTWARE  FOR  SONY.  IN  ORDER  TO  A  GO  IB 
T  H  F.  C  Q  N  F 1. 1 C  T  0  F  I  N  )  '  E  R  £  S  T  ,  T  H  E  J  .  G  .  0  P  E  R  A 1'  I Q  N  A  N  D  F  I N  A  N  C I A  L 
ASPECTS  WILL  HAGE  TO  )3E  CON T RULED  BY  SONY.  SOFTWARE  DEGELOPMENT 
WILL  REQUIRE  A  CONSIDERABLE  EXPENSES  AND  WE  INTEND  TO  OPERATE 

S  0 1“  1‘  U  A  R  E  D  E  G  E I..  Q  P  M  E  N  T  A  S  A  C  0  S  I  C  E  N 1  E  R  -  T  H  E  J  .  G  .  W  I  L !..  I  N  C  U  R  A 
CONSIDERABLE  LOSS  AT  LEAST  AT  THE  BEGINNING  AND  WE  ARE  RELUCTANT 
10  HAGE  A  LOSS  OPERATION  AS  AN  INDEPENDENT  ACCOUNTING  ENTITY. 

W  E  W  0  LI  I..  D  !..  I K  E  .  1 1  i  E  R  E  F  0  R  E  .  1'  0  E  X  P  L  0  R  E  A  G  A  I  N  A  P  0  S  S  I  B  I  L  I  T  Y  0  F 

YOLIR  DISCLOSURE  OF  THE  SOFTWARE  INFORMATION  TO  SONY  DIRECTLY 
WITH  A  MECHANISM  TO  SECURE  THE  SOFTWARE  INFORMATION. 

E  W  I S I- 1  "t 0  I'-  I N  A L  I Z £  T  H  I S  A R R  A N G E M E N T  A S  S 0 ON  AS  P 0 S S  I B L E  '  A N D 
PROPOSE  ANOTHER  MEETING  N.EXT  WEEK.  UE  PROPOSE  MEETING  HERE 
BECAUSE  WE  WISH  TO  SHOW  YOU  SOME  OF  OUR  RECENT  DEGELOPMENT. 

AT  THAT  TIME,  UE  WISH  TO  HAGE  LHE  RESULT  OF  YOUR  LAWYER -S 
REGIEW  AS  TO  WHETHER  THE  ABOGE  ARRANGEMENT  CAN  BE  MADE  WITHOUT 
PROBLEMS  WITH  YOUR  EXCLUSIGE  DISTRIBUTORS. 


REGARDS , 


20i5AJ  26/aCT/a2  (riOO) 
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November  22,  1982 


TO: 

Stav 

Prodromou 

CC: 

Josh 

Dave 

Denham 

Chandler 

Pete  Pirner 

Bill  -Catron 

Paul  Rioux 
Don  Payne 

FROM: 

Hugh 

Barnes 

SUBJECT: 

Sony 

Trip  Report 

The  Mattel  counter  proposal  to  the  Sony  proposal  of  October  26,  1982  is 
attached.  It  incorporates  the  latest  changes  we  discussed  by  phone  and 
served  as  the  main  discussion  document  during  the  visit  Bill  and  I  made 
on  November  17,  18.  The  focus  of  our  discussions  centered  on  two  items, 

1)  the  limited  number  of  cartridges  that  would  be  available  to  Sony  at 
start-up  and,  2)  the  delayed  availability  of  the  Lucky  peripherals. 

Other  points  were  briefly  discussed  but  Sony  continuely  returned  to  these 
two  points. 

1)  CARTRIDGES:  Sony  was  very  concerned  that  the  limited  number ^ of 
carts  we  offerred  would  not  allow  them  to  be  successful  with  their 
launch.  After  our  phone  conversation,  we  "firmed  up"  on  nine  carts 
at  launch,  two  to  three  new  titles  from  July,  1983  to  December,  1983 
and  nine  additional  titles  in  1984.  This  topic  is  a  "deal  Killer" 
to  Sony.  They  are  willing  to  be  convinced  that  the  selected  list 

is  sufficient  for  success,  but  they  are  having  a  great  deal  of  diffi¬ 
culty  reconciling  the  "new"  posture  with  the  "old"  posture. 

2)  PERIPHERALS;  Sony  desires  to  begin  shipping  the  Lucky  peripherals 
(especially  the  computer  adaptor  and  alphanumeric  Keyboard)  early  in 
1984.  Per  our  proposal,  transfer  of  info  would  not  begin  until  January 
1984;  thus,  availability  would  not  occur  until  late  1984  or  early  1985. 

We  responded  that  our  real  concern  was  limited  production  capacity  and 
we  did  not  feel  that  we  could  be  in  a  position  to  support  shipments 

to  Sony  during  1983.  We  could  begin  transfer  of  information  sooner, 
with  a  goal  of  supporting  Sony  shipments  early  in  1984.  Sony  would 
like  to  begin  the  styling/mechanical  engineering  as  soon  as  possible, 
including,  perhaps,  sending  an  engineer  to  Hawthorne.  Sony  also 
mentioned,  several  times,  that  they  have  low  cost  manufacturing  capa¬ 
city  available. 

Idei  said  that  he  had  to  review  the  status  of  the  program  with  "the  board" 
and  they  would  contact  us  with  regard  to  setting  up  a  meeting  in  late  November/ 
early  December. 

Contrary  to  my  earlier  opinion  that  Sony  might  be  fairly  far  advanced  with  an 
approach  of  their  own,  discussions  on  our  last  day  convince  me  that  Sony  is 
virtually  at  the  starting  gate  on  software  developments. 

?. 


Sony  presented  four  demonstrations  on  the  afternoon  of  our  first  day. 

1)  "Writeable "video  disc;  Sony  had  publically  announced  this  product 
on  the  day  before  our  arrival  and  had  a  demostration  set  up  at  the 
National  Library.  We  viewed  the  demo;  it  was  impressive  but  had  the 
drawback  that  the  disc  could  just  be  written  once.  I  think  commercial 
application  will  develop  quickly  but  consumer  application  will  be 
several  years  away. 

2)  "AVC"  home  bus  proposal:  No  demo,  just  a  paper  describing  their 
proposal.  Basically  it  is  a  simple  "packet"  approach;  I  will  provide 
Dave  a  copy  of  the  Sony  confidential  paper  separately. 

3)  "Dual"  Digital  audio  disc;  The  format  of  Sony's  16  bit  digital 
audio  disc  leaves  approximately  1%  of  the  disc  capacity  unused. 

Sony  demostrated  three  different  techniques  to  utilize  this  previously 
unused  capacity:  1)  still  video  pictures  2)  synthesized  speech  and 

3)  text  graphics. 

4)  Prototype  music  synthesizer;  A  large  (compact  organ  size) "very 
sophisticated  music  synthesizer  that  was  more  of  a  technology  demostration 
than  an  actual  product.  It  would  take  somebody  like  Scott  to  really 
appreciate  the  potential  that  was  demostrated. 

Thank  you, 


Hugh 
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III. 


IV. 


Sony  will  disclose  to  Mattel  home  video  game- 
peripheral  and  home  computer-peripheral 
formats  and  interface  specifications  of  the 
following  peripheral  equipments  which  are  and 
may  be  developed  wholly  or  in  part  by  Sony 
during  a  A  year  period  from  the  date  of  this 
agreement  and  which  have/  in  Sony  s  judgement/ 
home  video  game/  home  computer  application. 

These  will  include: 

Tr~  Optical  and  magnetic  storage  system  for  digital/ 
audio  and  video  data. 


2) 

3) 

4) 


Software  security  system. 

Flat  color  television  receiver  (color  version 
of  "watchman"  monochrome  television  receiver) . 

Home  networks/  including  multi-user /. multi-task 
applications/  Television  receivers  and  hifi 
equipment . 


Mattel  will  keep  such  information  confidential  but 

may  use  such  interf ace/bpecif ications  to 

its  future  home  video  game  and  home  computer  systems 


Sony  will  not  be  required  to  develop  or  manufacture 
such  peripheral  equipment  or  to  disclose 
mation  which  Sony  may  be  required  to  keep  confid 
dential  by  a  third  party. 

If  Sony  decides  to  manufacture 

Sony  will  offer  them  for  sale  to  ?  ^^eo 

bution  under  Mattel  brand  for  use  "^^^h  Mattel  video 
game  or,  home  computer  and  will  grant  Mattel  a  ^ ^ 
non-exclusive  license  under  Sony,’ s  patents  to 
make  or  have  made  such  peripherals.  If  Sony 
decides  not  to  manufacture  such  peripherals  and 
if  they  are  not  otherwise  available/  Sony  will 
grant  to  Mattel  a  non-exclusive  license  under 
Sony ' s  patents  to  make  or  have  made  such  peri¬ 
pherals.  Sony  will  not  be  required  to, make 
manufacturing  know  how  available  to  Mattel  be¬ 
cause  it  will  pose  too  much  burden  on  Sony. 

Mattel  shall  have  the  first  right  of  refusal  to  receive 
a  license  for  any  Sony  software  cartridge  developed  y 
Sony  for  non-Intel livision  video  game  eguipm.ents. 

A  software  joint  venture  is  no  longer  a  consid^rat^n .  _ ^ 


November  29,  1982 


TO; 


FROM; 
SUBJECT ; 


Josh 

Stav 

Pete 

Dave 

Bill 


Denham 
Prodr omou 
Pirner 
Chandler  i 
Catron 


Hugh  Barnes 
SONY  VISIT 


Sony  has  confirmed  their  visit  on  December  1,  ],982.  The  Jacquard 
Executive  Conference  Room  has  been  reserved  at  9:00.  I  expect 
Mr.  Idei,  Mr.  Iba  and  Mr.  Tokunaka  to  attend. 


RECEIVED 
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CPU  707  A 
SHI -530 

TO  MATTEL  ELEC.,  TLX < SONY) 

FM  SONY  TOK  NOy.25  '"82 

ATTN;  MR.  HUGH  BARNES,  MATTEL 

CC;  M/S  CHANDLER,  PRODROMOU,  DENHAM,  CATRON 

FRM:  N.  IDEI,  AU  COMPONENTS  DIO. 

CC:  MR.  I  BA,  PLANNING 

MR.  TOKUNAKA,  LEGAL 
M/S  KAMIHARA,  MORITA 


AU82-441 

RE:  YR  TLX  OF  NOV. 23,  1982 

RCVD  YR  TLX. 

UE  ACCEPT  YR  PROPOSAL. 

I  UL  SEE  YOU  AT  HAWTHORNE  ON  DEC  1,  AT  NINE  A. 
LOOKING  FUD  TO  SEEING  YOU  SOON. 


BEST  REGARDS. 
END 
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December  16,  1982 


Nobuyuki  Idei 
General  Manager 
Audio  Components  Div. 
Consumer  Products  Group 
Sony  Corporation 
Shibaura  Plant 
7-4  Konan  1-chome 
Minato-ku  Tokyo,  108  Japan 


Dear  Mr.  Idei: 

Please  find  enclosed  the  proposed  letter  summarizing  the 
business  discussions  which  occurred  between  Sony  and  Mattel  on 
December  1  and  2,  1982.  This  reflects  our  understanding  and  hope 
that  it  does  not  present  any  difficulties  for  Sony. 

Several  items  are  worthy  of  special  note; 

1.  As  we  have  discussed,  several  companies  (Magnavox  in 
particular)  have  been  successful  in  obtaining  rather 
broad  licensing  agreements  with  many  participants  in 
the  video  game  industry.  Mattel  cannot  convey  any  such 
rights  to  Sony.  Language  has  been  included  in  lA  to 
explicitly  reflect  this  point. 

2.  During  our  discussions,  the  Intellivoice  was  discussed 
and  it  is  our  understanding  that  Sony  does  not  plan  to 
utilize  the  device.  It  is  our  understanding  that  Sony 
has  taken  this  posture  since  the  speech  processing 
software  is  not  available  from  Mattel  (Sony  would  have 
to  negotiate  an  appropriate  agreement  with  General 
Instruments)  and  the  system  is  not  compatible  with 
Sony's  own  Speech  Synthesis  System.  In  light  of  this, 
reference  to  Intellivoice  has  been  deleted.  This 
raises  a  question  regarding  the  language  appropriate 
for  Paragraph  IVA.  Your  comments  and  suggestions  will 
be  appreciated. 

3.  Mattel  desires  that  Sony  be  responsible  for  the  total 
design  and  development  of  private  label  packaging;  we 
believe  this  is  consistent  with  Sony's  position. 
Paragraph  VA  has  been  written  to  be  more  explicit  in 
this  regard. 

DEC  2 
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4.  Paragraph  VF  has  been  written  to  reflect  our 
understanding  of  the  agreement  we  reached  regarding 
definition  of  net  sales  price  for  royalty  purposes; 
please  review  this  carefully  to  insure  our  mutual 
understanding  of  this  critical  point. 

5.  Paragraphs  VIII  A  and  B  have  been  written  to  reflect 
Mattel's  posture  on  future  technology  exchange 
procedures.  Hopefully,  the  language  is  acceptable  to 
Sony  and  reflects  a  position  that  Sony  can  support. 


There  are  many  small  changes  that  are  incorporated  into  this 
document  as  a  natural  refinement  of  the  consolidation  of  our 
lengthy  discussions.  Please  bring  any  problem  areas  to  our 
attention. 

Mr.  Prodromou  will  return  to  Hawthorne  on  Thursday, 

December  16,  1982,  and  will  hopefully  have  the  opportunity  to 
contact  you  prior  to  your  meeting  with  Mr.  Oga  to  discuss  any 
points  that  might  be  appropriate. 


Very  truly  yours. 


MATTEL  ELECTRONICS, 
a  division  of  MA^^TE'ET^  INC. 

/ 


William  G/  Catron 
Assistant  General  Counsel 
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Enclosure 

cc:  Hugh  Barnes 

Dave  Chandler 
Josh  Denham 
Pete  Pirner 
Stav  Prodromou 


fvuqTTtELtELrECTRGniCS 

r)l50  RosuCf.ins  Avunuu 
Hbwlhoriiu.  Culifofiiia  90c‘ij0 
Telephone  (213)  9/8  f)RT) 
TWX-91U-32I.-/1C3 


December  16,  1982 


Sony  Corporation 
Shibaura  Plant 
7-4  Konan  1-chome 
Minato-ku  Tokyo,  108  Japan 

Attention:  Mr.  Nobuyuki  Idei 
General  Manager 
Audio  Components  Div. 
Consumer  Products  Group 


Gentlemen : 

This  letter  is  intended  to  summarize  the  proposed  business 
arrangement  between  Sony  and  Mattel  Electronics  that  was 
discussed  during  the  meetings  held  on  December  1  and  2,  1982  in 
Los  Angeles.  It  is  understood  by  both  companies  that  the 
understanding  set  forth  below  is  contingent  upon  approval  of  the 
higher  management  of  our  respective  corporations  and  is  further 
subject  to  the  negotiation  and  execution  of  detailed  contract 
documents . 

Our  arrangement  is  as  follows; 


I.  Hardware  -  Intellivision  II  ("12”) 

A.  Upon  execution  of  the  agreement  between  our  companies 
("Agreement") ,  Mattel  Electronics  will  grant  to  Sony 
the  right  to  make,  have  made,  use,  lease  and  sell  (but 
with  no  right  to  sub-license),  on  a  non-exclusive, 
royalty— free  world— wide  basis,  Mattel  Electronics*  12 
Master  Component  as  its  own  home  video  game  product  to 
be  produced  and  sold  under  Sony's  private  label. 

Mattel  Electronics  will  provide  Sony  with  its 
Programmer's  Specification  for  the  Executive  ROM  and 
its  test  specifications  for  the  IMI  test  ROM  for  the  12 
Master  Component.  In  addition,  it  is  recognized  that 
Mattel  Electronics  has  proprietary  positions  on  certain 
vendor-supplied  custom  IC  designs.  After  it  has  made 
suitable  arrangements  with  its  custom  IC  vendors, 

Mattel  Electronics  will  release  such  vendors  to  produce 
and  sell  those  IC's  to  Sony  for  use  by  Sony  in  its  12 
format  home  video  game  product.  Sony  must  thereafter 
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make  its  own  purchase  arrangements  with  such  custom  IC 
vendors.  Although  Mattel  Electronics  cannot  guarantee 
any  such  purchase  arrangements  it  will  exercise  its 
reasonable  efforts  and  influence  in  connection 
therewith,  if  necessary.  Further,  with  regard  to  other 
proprietary  custom  IC  designs  that  are  owned  by  Mattel 
Electronics,  it  will  determine  suitable  arrangements 
with  both  its  vendor  (s)  and  Sony  to  secure  not  only  the 
release  of  appropriate  technical  information  with 
regard  thereto,  but  also  to  release  said  vendor (s)  to_ 
produce  and  sell  such  custom  IC’s  to  Sony  for  use  by  it 
in  its  12  format  product.  However,  Mattel  Electronics 
shall  not  indemnify  or  hold  Sony  harmless  against  any 
infringement  of  third  party  rights  in  connection  with 
the  production,  use,  lease  or  sale  of  any  of  the  custom 
IC's  referenced  above  or  of  Sony's  12  format  home  video 
game  product. 

B.  In  consideration  for  the  grant  contained  in  Paragraph 
lA  above,  Sony  will  pay  to  Mattel  Electronics  a  lump 
sum  fee  of  $500,000.00  U.S.,  payable  1/2  upon  execution 
of  the  Agreement  and  the  remaining  1/2  upon  transfer  of 
the  Executive  ROM  and  the  IMI  test  ROM  test 
specifications . 

C.  In  order  to  facilitate  Sony's  1983  introduction  of  its 
12  format  version,  and  upon  Sony's  request,  Mattel 
Electronics  agrees  to  produce  and  sell  to  Sony  certain 
parts,  subassemblies  and  printed  circuit  boards,  in 
such  quantities  and  upon  such  terms  and  conditions  as 
may  be  mutually  agreed  to  by  the  parties. 


II .  Hardware  -  12  Peripheral  Equipment 

A.  With  regard  to  Mattel  Electronics'  12  compatible 
peripheral  equipment  identified  as  the  Computer  Adapter 
and  Alphanumeric  Keyboard  (Model  #4187) ,  the  Music 
Synthesizer  (Model  #4188)  and  the  Program  Expander 
(Model  #4190)  which  all  comprise  the  Entertainment 
Computer  System,  Mattel  Electronics  will  grant  rights 
to  Sony  identical  to  and  in  accordance  with  all  of  the 
provisions  of  Paragraph  lA  above. 

B.  In  consideration  for  the  grant  to  Sony  contained  in 
Paragraph  IIA  above,  Sony  will  pay  to  Mattel 
Electronics  a  lump  sum  fee  of  $250,000.00  U.S.,  which 
fee  shall  be  payable  as  set  forth  in  Paragraph  IB 
above . 


-2- 


C.  Mattel  Electronics  grants  to  Sony  an  option  to  obtain  a 
grant  of  rights  to  future  12  compatible  peripherals  on 
terms  and  conditions  identical  to  those  set  forth  in 
Paragraph  IIA  above.  The  fee  due  by  Sony  for  any  such 
grant  shall  be  $250,000.00  U.S.  for  a  group  of  one  or 
more  products  like  the  Entertainment  Computer  System 
and  $100,000.00  U.S.  for  an  independent  piece  of 
peripheral  equipment. 


Ill .  Hardware  -  Intellivision  III  ('*13") 

A.  Although  it  is  understood  that  Mattel  Electronics'  13 
is  currently  being  designed  and  developed,  it  is  agreed 
that  when  it  is  practical  from  a  technological 
standpoint  Mattel  Electronics  will  grant  rights  to  Sony 
that  are  identical  to  and  in  accordance  with  all  of  the 
terms  and  conditions  set  forth  in  Paragraphs  lA  and  C 
above  with  regard  to  the  12,  for  a  lump  sum  fee 
identical  to  that  in  Paragraph  IB  above. 

B.  Mattel  Electronics,  at  its  sole  discretion,  may  grant 
Sony  an  option  to  obtain  non-exclusive  rights  to  13 
compatible  peripherals  on  terms  and  conditions  to  be 
mutually  agreed  to. 


IV.  Hardware  Arrangements  -  Additional  Conditions 

A.  It  is  understood  that  Sony's  12  and  13  home  video  game 
format  versions  (including  peripherals)  will  be 
software  and  hardware  compatible  with  Mattel 
Electronics'  12  and  13  format  versions  and  peripherals, 
notwithstanding  product  aesthetic  differences. 

B.  If  Sony  develops  for  introduction  and  sale  its  own  home 
video  game  and/or  peripheral  equipment (s)  specifically 
intended  for  use  therewith  that  is  not  compatible 
pursuant  to  Paragraph  IVA  above,  Sony  will  grant  rights 
to  Mattel  Electronics  with  regard  thereto  that  are 
identical  to  and  in  accordance  with  the  grants  by 
Mattel  Electronics  and  all  other  terms  and  conditions 
(such  as  fees,  options,  etc.)  set  forth  in  all  of 
Paragraphs  I  and  II  above. 

C.  If  Sony  develops  peripheral  equipment (s)  uniquely 
compatible  with  the  12  format,  Sony  will  grant  rights 
to  Mattel  Electronics  with  regard  thereto  that  are 
identical  to  and  in  accordance  with  the  grants  by 
Mattel  Electronics  and  all  other  terms  and  conditions 
(such  as  fees,  options,  etc.)  set  forth  in  all  of 
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Paragraph  II  above,  except  such  rights  shall  be 
exclusive  to  Mattel  Electronics  and  its  designee  (s) 
(subject  only  to  Sony's  right  to  make,  have  made,  use, 
lease  or  sell) . 

D.  If  Sony  develops  peripheral  equipment (s)  uniquely 
compatible  with  the  13  format,  Sony  may,  at  its  sole 
discretion,  grant  Mattel  Electronics  an  option  to 
obtain  exclusive  rights  (subject  only  to  Sony's  right 
to  make,  have  made,  use,  lease  and  sell)  to  such 
equipment (s)  on  terms  and  conditions  to  be  mutually 
agreed  to.  Notwithstanding  the  foregoing,  Sony  agrees 
not  to  offer  and/or  grant  any  rights  concerning  said 
equipment (s)  without  first  providing  Mattel  Electronics 
with  a  first  right  of  refusal  with  regard  thereto. 

E.  To  facilitate  Sony's  introduction  into  the  home  video 
game  business  pursuant  to  this  arrangement,  Mattel 
Electronics  shall  provide  reasonable  technical  and 
engineering  assistance. 


V.  Software  Cartridges 

A.  Sony  intends  to  establish  their  own  software  cartridge 
design,  development  and  production  capability. 

However,  in  order  to  expedite  their  1983  introduction 
into  the  home  video  game  marketplace  in  Japan,  Mattel 
Electronics  agrees  to  provide  Sony  (pursuant  to 
Paragraphs  VB  through  F  below)  with  the  following 
sixteen  (16)  software  cartridges  in  calendar  year  1983 
for  use  with  their  12  format  version: 


1.  The  following  nine  (9)  software  cartridge  titles 
from  Mattel  Electronics  1982  product  line; 


a. 

Auto  Race  (1113) 

b. 

Baseball 

(2614) 

c . 

Astrosmash  (3605) 

d . 

Rever si 

(5304) 

e . 

Basketball  (2615) 

f . 

Space  Battle  (2612) 

g. 

Roulette 

(1118) 
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h.  Triple  Action  (3760) 

i.  Royal  Dealer  (5303) 

2.  Four  (4)  game  cartridges,  at  Sony's  selection, 
from  the  approximately  eleven  (11)  new  game 
cartridges  that  are  currently  being  designed  and 
developed  in-house  by  Mattel  Electronics  and  which 
are  not  licensed  properties;  and 

3.  An  additional  three  (3)  cartridges  from  Mattel 
Electronics'  existing  1982  product  line,  which 
will  be  mutually  agreed  to  by  the  parties  and 
exclusive  to  Sony  for  use  with  their  12  format 
version,  and  to  which  Mattel  Electronics  will  make 
certain  graphics  and  name  changes. 


B.  Any  or  all  of  said  sixteen  (16)  software  game 
cartridges  will,  at  Sony's  request,  be  manufactured  and 
supplied  by  Mattel  Electronics  in  Sony's  private  label 
packaging,  in  quantities  and  on  terms  and  conditions  of 
sale  to  be  mutually  agreed  to  at  a  cost  of  fifty 
percent  (50%)  above  Mattel  Electronics'  ex-factory 
cost.  Said  cost  to  Sony  shall  not  exceed  Mattel 
Electronics'  best  independent  distributor  price  world¬ 
wide  (excluding  Mattel  Electronics'  sales 
subsidiaries) ,  but  this  shall  not  include  any  Mattel 
Electronics'  close-outs,  promotional  pricings, 
giveaways  or  the  like. 

C.  Sony  will  pay  for  all  charges  and  expenses  related  to, 
and  shall  be  responsible  for,  all  tooling,  translation, 
artwork  and  the  like  in  connection  with  its  private 
label  packaging. 

D.  If  Sony  elects  to  produce  any  one  (1)  or  more  of  the 
said  sixteen  (16)  software  game  cartridges,  Sony  shall 
pay  a  fee  to  Mattel  Electronics  in  U.S.  dollars  that  is 
equal  to  the  fifty  percent  (50%)  margin  above  ex¬ 
factory  cost  per  cartridge  that  Mattel  Electronics 
would  have  otherwise  charged  to  Sony  had  it  produced 
said  software  car tr idge (s) . 

E.  In  addition  to  the  foregoing,  and  in  consideration  for 
the  exclusive  rights  granted  to  Sony  with  regard  to  the 
three  (3)  software  game  cartridges  identified  in 
Paragraph  VA3  above,  Sony  shall  pay  Mattel  Electronics, 
on  a  quarterly  basis,  a  royalty  of  five  percent  (5%)  of 
the  net  sales  price  (as  hereinafter  defined)  for  each 
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such  cartridge  sold  or  otherwise  disposed  of  (whether 
given  away  free  of  charge^  packed—out/  used  for 
promotion,  or  whatever)  by  Sony,  irrespective  of 
whether  said  cartridge  (s)  has  been  produced  by  Mattel 
Electronics  or  Sony. 

F.  Sony's  obligation  to  pay  royalties  hereunder  to  Mattel 
Electronics  applies  to  each  and  every  sale  or  other 
disposition  of  any  such  software  cartridge (s)  anywhere 
in  the  world  for  a  period  of  three  (3)  years  (thirty 
six  (36)  months)  from  the  date  of  first  shipment  of 
Sony's  12  format  system.  However,  recognizing  the 
complexity  of  Sony's  world-wide  distribution  and  sales 
network,  and  for  the  ease  and  reasonable  administration 
of  the  arrangement  between  the  parties,  the  term  "net 
sales  price"  as  used  herein  shall  be  deemed  to  mean  the 
published  price  at  which  Sony's  Sales  Companies  in 
Japan  purchase  said  cartridges  from  Sony  Corporation's 
Sales  Group  in  Japan  that  is  in  effect  at  the  time  any 
such  world-wide  sale  or  other  disposition  is  made.  It 
is  agreed,  however,  that  the  parties  have  chosen  the 
above  as  a  fair  and  reasonable  definition  of  "net  sales 
price"  on  the  representation  by  Sony  that  it  will 
closely  approximate  Sony's  average  world-wide  wholesale 
price  and  that  it  will  normally  represent  sixty-six 
percent  (66%)  of  the  retail  price  in  Japan,  in  order  to 
afford  Mattel  Electronics  an  equitable  royalty  return. 
The  foregoing  evidences  an  intent  and  reliance  of  the 
parties  for  royalty  purposes  only,  and  is  in  no  way 
designed  or  intended  to  influence  Sony's  complete 
freedom  to  determine  its  own  prices. 

G.  In  calendar  year  1984,  Mattel  Electronics  agrees  to 
provide  one  (1)  additional  software  game  cartridge  per 
calendar  quarter  on  a  non-exclusive  basis  to  Sony  at  a 
cost  identical  to  that  set  forth  in  Paragraphs  VB  and  D 
above.  The  actual  games  will  be  mutually  agreed  to  by 
the  parties. 

H.  It  is  understood  that  it  is  premature  for  Mattel 
Electronics  to  identify  all  software  that  will  be 
available  in  1983  for  its  various  12  peripheral 
components.  However,  Mattel  Electronics  has  committed 
that  some  software  cartridges  will  be  made  available  to 
(and/or  developed  for)  Sony  and  it  is  intended  that 
discussions  concerning  these  cartridges  will  commence 
in  late  January,  1983. 
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VI .  Sony  Developed  Software 


A.  Mattel  Electronics  agrees  to  provide  reasonable 
technical  assistance  to  Sony  on  a  basis  to  be  mutually 
agreed  to  by  the  parties. 

B.  With  regard  to  any  software  cartridge  developed  by  or 
on  behalf  of  Sony  (by  other  than  Mattel  Electronics) 
Sony  agrees  to  pay  to  Mattel  a  royalty  of  five  percent 
(5%)  of  the  net  sales  price  pursuant  to  Paragraph  VF 
above.  On  such  cartridges  developed  for  use  with  the 
Sony  12  format  version,  said  royalties  shall  be  due  and 
payable  for  sales  or  other  dispositions  made  during  a 
period  of  three  (3)  years  (thirty  six  (36)  months) 
commencing  from  the  date  of  first  shipment  of  Sony's  12 
format  version.  On  such  cartridges  developed  for  use 
with  the  Sony  13  format  version,  said  royalties  shall 
be  due  and  payable  for  sales  or  other  dispositions  made 
during  a  period  of  three  (3)  years  (thirty  six  (36) 
months)  commencing  from  the  date  of  first  shipment  of 
Sony's  13  format  version.  Sony  agrees  that  it  shall 
not  attempt  to  or  actually  license,  sublicense  or 
otherwise  grant  any  rights  to  make,  have  made,  use, 
lease  or  sell  (other  than  on  behalf  of  Sony  and  under 
Sony's  private  label)  any  such  cartridge (s)  for  either 
the  12  or  13  format  version  to  any  third  party  other 
than  a  Mattel  Electronics'  designee,  without  the  prior 
written  approval  of  the  President  of  Mattel 
Electronics. 

C.  As  a  result  of  this  arrangement,  it  is  recognized  that 
Sony  can  and  may  develop  software  cartridges,  that  are 
different  from  those  identified  in  Paragraph  VA  above, 
for  either  its  12  or  13  format  versions  which  could 
also  be  produced  and  sold  for  other  home  video  game 
formats  or  for  personal/home  computer  formats.  In 
addition,  it  is  recognized  that  Sony  can  and  may 
develop  such  software  cartridges  directly  for  non-I2  or 
non-I3  format  home  video  games  and/or  personal/home 
computers.  In  consideration  for  the  software  start-up 
assistance  provided  by  Mattel  Electronics  hereunder, 
Sony  agrees  to  grant  a  right  of  first  refusal  to  Mattel 
Electronics  in  the  event  that  Sony  decides  to  license, 
sublicense  or  otherwise  grant  rights  to  make,  have 
made,  use,  lease  or  sell  any  of  the  cartridges 
identified  in  this  Paragraph  VIC.  Said  right  of  first 
refusal  shall  in  no  way  preclude  Sony,  either  directly 
or  on  its  behalf  and  under  its  own  private  label,  from 
producing  and  selling  any  such  cartridges,  and  it  shall 
in  no  way  preclude  Sony  from  receiving  and/or 
negotiating  unsolicited  inquiries  from  third  parties  or 
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for  Sony  to  itself  solicit/negotiate  possible  licenses, 
etc.  with  third  parties;  provided,  however,  that  Sony 
cannot  enter  into  any  binding  commitment  or  contract 
with  any  such  third  party  until  it  has  first  given  the 
right  of  first  refusal  to  Mattel  Electronics. 

VII .  Technology  Interchange 

A.  It  is  understood  that  in  further  consideration  for  the 
hardware  and  software  grants  and  the  transfer  of 
technology  by  Mattel  Electronics  hereunder,  the  parties 
agree  to  exchange  technology  information  concerning 
potential  future  product  applications.  Such  exchange 
shall  continue  to  and  until  December  31,  1985.  Sony 
will  disclose  to  Mattel  Electronics  home  video  game 
peripheral  and  personal/home  computer  peripheral 
formats  and  interface  specifications  which  are  and/or 
may  be  developed  wholly  or  in  part  by  Sony  and  which 
have,  in  Sony's  judgment,  application  to  the  home  video 
game  and/or  personal/home  computer  industries.  Such 
formats  and  specifications  will  include  at  least  the 
following : 


1.  Optical  and  magnetic  storage  systems  for  digital, 
audio  and  video  data; 

2.  Software  security  systems; 

3.  Flat  color  television  receiver  (including  color 

version  of  "Watchman"  Monochrome  Television 
Receiver) ,  and  improvements  in  video  display 

technology  and  capability;  and 

4.  Home  networks,  including  multi-user,  multi-task 

applications,  television  receivers,  hifi 
equipment,  interface  systems,  games,  personal 
computers,  VCR's  and  Discs. 


B.  In  return,  Mattel  Electronics  will  disclose  to  Sony 
certain  of  the  specifications  as  they  exist  in^ 
preliminary  concept  concerning  Mattel  Electronics 
INTELLIVISION  IV  ("14")  which  is  currently  under 
development . 

C.  As  part  of  the  technology  interchange  hereunder,  it  is 
intended  that  each  party  will  suggest  to  the  other 
party  specific  changes  to  such  other  party's  format  and 
interface  specifications.  However,  Sony  and  Mattel 
Electronics  shall  respectively  finalize  their  own 
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formats  and  specifications,  incorporating  where 
desirable  and  appropriate  the  suggested  changes  of  the 
other  party  and  with  the  intent  of  undertaking 
reasonable  efforts  to  remain  equipment  compatible.  In 
that  regard,  prior  to  the  introduction  by  Mattel 
Electronics  of  its  14,  and  prior  to  the  introduction  by 
Sony  of  any  peripheral  equipments  utilizing  its  formats 
and  interface  specifications  referenced  in  Paragraph 
VIIA  above,  the  respective  party  agrees  to  inform  the 
other  as  to  the  changes  in  their  equipment  which  would 
affect  interface  specifications. 

D.  Sony  and  Mattel  Electronics  each  agrees  to  keep 
confidential  and  not  to  disclose  the  information 
disclosed  to  it  by  the  other  party  under  this  Paragraph 
VII.  Neither  party,  however,  will  be  required  to 
disclose  information  to  the  other  which  it  is  required 
by  a  third  party  to  keep  as  confidential. 

E.  Sony  will  not  be  required  to  develop  or  manufacture 
peripheral  equipments  from  formats  and  specifications 
referenced  in  Paragraph  VIIA  above,  nor  will  Mattel 
Electronics  be  required  to  develop  or  manufacture  its 
14.  If  any  such  Sony  peripheral  equipment (s)  and 
Mattel  Electronics'  14  (or  other  personal/home  computer 
products  chosen  by  Mattel  Electronics)  will  be 
compatible,  and  if  Sony  decides  to  manufacture  such 
per ipheral (s) ,  and  if  Mattel  Electronics  desires  to 
utilize  any  such  peripheral,  Sony  will  offer  them  for 
sale  to  Mattel  Electronics  for  distribution  under  the 
Mattel  Electronics  brand  name  for  use  with  the  14  (or 
such  personal/home  computer  device  as  may  be  chosen  by 
Mattel  Electronics)  at  least  until  such  time  as  two  (2) 
or  more  viable  sources  of  supply  other  than  Sony  are 
ready,  willing  and  able  to  supply  such  peripherals  in 
quantities  reasonably  required  by  Mattel  Electronics. 

If  Sony  decides  not  to  manufacture  such  peripherals,  or 
even  if  Sony  decides  to  manufacture  such  peripherals 
but  there  are  less  than  two  (2)  viable  sources 
(including  Sony)  which  are  ready,  willing  and  able  to 
sell  such  peripherals  in  quantities  reasonably  required 
by  Mattel  Electronics,  Sony  will  grant  to  Mattel 
Electronics  a  non-exclusive  license  (including  relevant 
Sony  patents,  if  any)  to  allow  Mattel  Electronics  to 
make,  have  made,  use,  lease  and/or  sell  such 
peripherals,  on  reasonable  licensing  terms  and 
conditions  to  be  mutually  agreed  to.  Sony  will  not  be 
required  to  make  manufacturing  know-how  available  to 
Mattel  Electronics. 
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VIII.  Interchange  Procedures 


A.  As  part  of  the  technology  interchange  hereunder,  it  is 
agreed  that  representatives  of  Mattel  Electronics  will 
attend  regular  meetings  with  Sony's  corporate 
headquarters  Research  and  Development  Coordinating 
Group. 

B.  It  is  the  intent  of  the  parties  that  Sony  will  disclose 
to  Mattel  Electronics  its  technology  innovations 
comprising  the  formats  and  interface  specifications 
identified  in  Paragraph  VIIA  above  at  the  earliest 
practical  opportunity,  consistent  with  the  intent  of 
the  parties  hereunder.  If  Mattel  Electronics 
undertakes  to  manufacture  and  sell  an  equipment 
application  embodying  any  of  Sony's  formats  and 
interface  specifications,  Mattel  Electronics  shall  have 
an  option,  to  be  exercised  at  its  sole  discretion,  of 
having  an  exclusive  license  (subject  only  to  Sony's 
right  to  make,  have  made,  use,  lease  or  sell)  for  such 
formats  and  interface  specifications  for  use  in  its 
specific  market  application  for  a  period  of  eighteen 
(18)  months  from  the  date  of  first  shipment  of  said 
equipment  application  by  Mattel  Electronics.  However, 
Mattel  Electronics  recognizes  the  need  and  desirability 
of  industry  standards,  and  Sony's  leadership  position 
in  this  regard.  Therefore,  if  in  good  faith  Sony 
determines  to  promote  and  make  available  as  an 
electronics  industry  standard  the  technology  innovation 
comprising  the  Sony  formats  and  interface 
specifications  to  be  utilized  by  Mattel  Electronics  in 
its  equipment  application,  then  the  foregoing  option 
shall  become  non-exclusive,  but  on  terms  and  conditions 
no  less  favorable  than  granted  by  Sony  to  any  other 
licenses . 


IX.  Miscellaneous 

The  parties  agree  to  keep  confidential  and  not  to  disclose 
the  existence  of  this  arrangement  and/or  any  of  the  terms 
and  conditions  hereof,  until  such  time  as  the  Agreement  has 
been  executed  by  both  parties,  except  as  may  be  otherwise 
required  by  law. 


As  stated  at  the  beginning  of  this  letter,  the  points 
covered  above  are  merely  intended  to  summarize  the  business 
discussions  between  representatives  of  our  respective  companies 
on  December  1  and  2,  1982,  and  it  is  recognized  by  both  parties 
that  the  Agreement  will  contain  numerous  provisions,  covenants 
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and  concepts  not  otherwise  specifically  covered  herein,  including 
without  limitation  definitions  of  "home  video  game"  and 
"personal/home  computer"  products. 

If  Sony  concurs  with  the  foregoing,  please  signify  your 
approval  and  acceptance  by  having  a  duly  authorized 
representative  of  Sony  sign  and  date  both  copies  of  this  letter 
and  return  them  to  Mr.  Prodromou. 


Accepted  and  Agreed  to  this 
_  day  of  _ ,  1982. 


MATTEL  ELECTRONICS, 
a  division  of  MATTEL,  INC. 


By 


Title 


Accepted  and  Agreed  to  this 
_  day  of  _ ,  1982. 


SONY  CORPORATION 


By  _ 

Title 
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SONY  CORPORATION 


> 

I 
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Revised  Outline  of  Proposed  Business  Arrangement 
Dated  January  18,  1983 


Resulting  from  separate  discussions  with  Josh  Denham  and  Dr. 
Chandler  on  January  17  and  18,  1983,  set  forth  below  is  an 
outline  of  a  revised  proposal  to  be  discussed  with  Stav  Prodromou 
and  ultimately  presented  to  Sony  as  somewhat  of  a  "final” 
position  by  Mattel  Electronics. 

NOTE:  References  herein  to  "M.E.  Proposal"  paragraph 

numbers  correspond  to  the  items  set  forth  in  our  last  written 
proposal  to  Sony,  dated  December  16,  1982,  a  copy  of  which  is 
attached  hereto.  Also  NOTE,  that  references  to  comments 
contained  in  the  "Sony  Proposal",  refer  to  specific  points  raised 
in  their  communication  to  us  dated  December  29,  1982. 


PROPOSAL : 

I .  Hardware  -  Intellivision  II  ("I2") 

To  remain  the  same  as  set  forth  in  Paragraphs  A,  B  and  C  of 
the  M.E.  Proposal. 
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COMMENT : 


Contrary  to  points  raised  in  the  Sony  Proposal,  our 
agreement  with  Sony  should  not  be  contingent  upon  their 
prior  assurance  of  CUSTOM  IC  supply  from  our  vendors.  In 
addition,  and  as  requested  in  the  Sony  Proposal, 
def initionally  we  can  expand  our  references  to  "suitable 
arrangements " . 


II .  Hardware  -  12  Peripheral  Equipment 

M.E.  Proposal  Paragraphs  A  and  B  to  be  modified  by 
reinserting  reference  to  Intellivoice  Module  (model  #3330) 
and  inserting  lump  sum  fee  of  $100,000.00.  M.E.  Proposal 
Paragraph  C  remains  the  same. 


COMMENT: 

Again,  as  requested  in  Sony  Proposal,  def initionally  we  can 
expand  on  our  interpretation  of  a  peripheral  group  versus  an 
independent  piece  of  peripheral  equipment. 


III.  Hardware  -  Intellivision  III  ("I3") 

M.E.  Proposal  Paragraph  A,  except  that  additional 
language/clarification  should  be  added  to  respond  to  Sony 
Proposal  to  clearly  evidence  that  an  additional  $500,000.00 
lump  sum  fee  is  involved. 
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M.E.  Proposal  Paragraph  B  to  be  revised  to  affirmatively 
grant  Sony  an  option  to  obtain  a  grant  of  rights  to  future 
I3  compatible  peripherals,  that  is  identical  to  the  grant 
applicable  to  future  I2  compatible  peripherals  in  M.E. 
Proposal  Paragraph  IIC. 


IV.  Hardware  Arrangements  -  Additional  Conditions 

M.E.  Proposal  Paragraph  A  remains  the  same. 

M.E.  Proposal  Paragraph  B  to  remain  the  same  with  two  (2) 
exceptions:  First,  it  will  be  limited  in  time  to  the 

earlier  of  December  31,  1985  or  Mattel  Electronics'  first 
commercial  shipments  of  its  Intellivision  IV;  and  second  we 
will  add  a  sentence  to  the  effect  that  we  have  no  right  to 
sell  parts  or  subassemblies  except  for  repair  purposes  and 
services . 

COMMENT ; 

We  will  not  accept  Sony's  price  restrictions  or  their 
proposal  that  if  there  are  two  (2)  new  video  game  formats  we 
will  only  have  rights  to  the  first  format,  both  points  being 
raised  in  Sony  Proposal  Paragraph  IVB(i). 
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M.E.  Proposal  Paragraph  C  remains  the  same  with  the 
exception  that  it  should  apply  to  peripheral  equipment (s) 
uniquely  compatible  for  e i ther  the  I2  or  13  format. 

M.E.  Proposal  Paragraph  D  is  deleted. 

M.E.  Proposal  Paragraph  E  remains  the  same  (but  is  revised 
to  read  as  Paragraph  "D")- 

COMMENT ; 

We  will  not  agree  to  any  other  changes/suggestions  set 
forth  in  Sony  Proposal  Paragraph  IVB(ii),  (iii)  or  (iv) ,  or 
with  regard  to  Sony  Proposal  Paragraph  IVC  and  D.  (NOTE. 
THIS  MEANS  THAT  WE  WILL  INSIST  THAT  SONY  DEVELOPED  I2  AND/OR 
13  PERIPHERALS  BE  EXCLUSIVE  TO  MATTEL  ELECTRONICS  SUBJECT 
ONLY  TO  SONY'S  RIGHTS.) 


V.  Software  Cartridges 

M.E.  Proposal  Paragraph  A  and  subparagraphs  1/  2  and  3 
remain  the  same. 

COMMENT ; 

Responding  to  certain  points  in  Sony  Proposal  Paragraph  VA, 
we  will  clarify  that  the  arrangement  is  for  sales  world-wide 
by  Sony;  however,  it  has  yet  to  be  decided  as  to  how  long 
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beyond  1983 ,  if  at  all,  we  will  continue  to  supply  the 


titles  to  Sony y  and  it  should  be  clarified  that  the 
nine  (9)  titles  set  forth  in  M.E.  Proposal  Paragraph  A1  are 
non-negot iable . 

M.E.  Proposal  Paragraphs  B  through  H  to  remain  the  same, 
notwithstanding  various  points  raised  in  contrary  positions 
presented  in  Sony  Proposal  Paragraphs  VB  through  F. 

COMMENT : 

With  regard  to  Sony  Proposal  Paragraph  F,  discussing  Sony 
pricing,  this  must  be  resolved  from  a  business  standpoint. 

COMMENT: 

As  to  Sony  Proposal  Paragraph  VG,  Mattel  Electronics' 
position  should  be  that  we  will  not  make  available  to  Sony 
I3  software. 


VI .  Sony  Developed  Software 

M.E.  Proposal  Paragraphs  A  through  C  to  remain  the  same. 


VII .  Technology  Interchange 

Delete  this  section  (comprised  of  Paragraphs  A  through  E)  in 
its  entirety. 
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VIII.  Interchange  Procedures 

At  most ,  Paragraphs  A  and  B  should  be  completely  revised  to 
merely  evidence  a  mutual  intent  between  the  parties  that 
there  may  be  ongoing  technology  interchange/discussions 
between  authorized  representatives  of  each  company,  on  terms 
and  conditions  to  be  mutually  agreed  to  in  the  future. 


IX.  Miscellaneous 

M.E.  Proposal  to  remain  the  same. 


One  final  point  -  draft  letter  allegedly  from  Mr.  Ohga,  as 
transmitted  by  Mr.  Idei  with  his  cover  memo  to  Josh  Denham  of 
January  14,  1983,  can  serve  as  a  "statement  of  intent"  on  the 
part  of  Sony  for  the  ongoing  technology  interchange  ("futures") 
if  and  only  if  it  is  revised  to  delete  all  reference  to  an  intent 
by  Mattel  Electronics  to  assist  Sony  in  video  game  software 
development . 
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5150  Rosecrafis  Avenue 
Havvtnoine,  Calitornia  90250 
Telephone  (2 1 3)  978-5 1 50 
lWX-9 10-325-7 162 


December  16,  1982 


Sony  Corporation 
Shibaura  Plant 
7-4  Konan  1-chome 
Minato-ku  Tokyo,  108  Japan 

Attention:  Mr.  Nobuyuki  Idei 
General  Manager 
Audio  Components  Div. 
Consumer  Products  Group 


Gentlemen: 

This  letter  is  intended  to  summarize  the  proposed  business 
arrangement  between  Sony  and  Mattel  Electronics  that  was 
discussed  during  the  meetings  held  on  December  1  and  2,  1982  in 
Los  Angeles.  It  is  understood  by  both  companies  that  the 
understanding  set  forth  below  is  contingent  upon  approval  of  the 
higher  management  of  our  respective  corporations  and  is  further 
subject  to  the  negotiation  and  execution  of  detailed  contract 
documents . 

Our  arrangement  is  as  follows: 


I.  Hardware  -  Intellivision  II  ("I2") 


A.  Upon  execution  of  the  agreement  between  our  companies 
("Agreement"),  Mattel  Electronics  will  grant  to  Sony 
the  right  to  make,  have  made,  use,  lease  and  sell  (but 
with  no  right  to  sub-license),  on  a  non-exclusive, 
royalty-free  world-wide  basis,  Mattel  Electronics'  12 
Master  Component  as  its  own  home  video  game  product  to 
be  produced  and  sold  under  Sony's  private  label. 

Mattel  Electronics  will  provide  Sony  with  its 
Programmer's  Specification  for  the  Executive  ROM  and 
its  test  specifications  for  the  IMI  test  ROM  for  the  I2 
Master  Component.  In  addition,  it  is  recognized  that 
Mattel  Electronics  has  proprietary  positions  on  certain 
vendor-supplied  custom  IC  designs.  After  it  has  made 
suitable  arrangements  with  its  custom  IC  vendors, 

Mattel  Electronics  will  release  such  vendors  to  produce 
and  sell  those  IC's  to  Sony  for  use  by  Sony  in  its  I2 
format  home  video  game  product.  Sony  must  thereafter 
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MATTEL  ELECTRONICS,  a  division  ol  MATTEL.  INC. 


make  its  own  purchase  arrangements  with  such  custom  IC 
vendors.  Although  Mattel  Electronics  cannot  guarantee 
any  such  purchase  arrangements  it  will  exercise  its 
reasonable  efforts  and  influence  in  connection 
therewith,  if  necessary.  Further,  with  regard  to  other 
proprietary  custom  IC  designs  that  are  owned  by  Mattel 
Electronics,  it  will  determine  suitable  arrangements 
with  both  its  vendor  (s)  and  Sony  to  secure  not  only  the 
release  of  appropriate  technical  information  with 
regard  thereto,  but  also  to  release  said  vendor (s)  to 
produce  and  sell  such  custom  IC's  to  Sony  for  use  by  it 
in  its  12  format  product.  However,  Mattel  Electronics 
shall  not  indemnify  or  hold  Sony  harmless  against  any 
infringement  of  third  party  rights  in  connection  with 
the  production,  use,  lease  or  sale  of  any  of  the  custom 
IC's  referenced  above  or  of  Sony's  I2  format  home  video 
game  product. 

B.  In  consideration  for  the  grant  contained  in  Paragraph 
lA  above,  Sony  will  pay  to  Mattel  Electronics  a  lump 
sum  fee  of  $500,000.00  U.S.,  payable  1/2  upon  execution 
of  the  Agreement  and  the  remaining  1/2  upon  transfer  of 
the  Executive  ROM  and  the  IMI  test  ROM  test 
specifications . 

C.  In  order  to  facilitate  Sony's  1983  introduction  of  its 
I2  format  version,  and  upon  Sony's  request,  Mattel 
Electronics  agrees  to  produce  and  sell  to  Sony  certain 
parts,  subassemblies  and  printed  circuit  boards,  in 
such  quantities  and  upon  such  terms  and  conditions  as 
may  be  mutually  agreed  to  by  the  parties. 


II .  Hardware  -  12  Peripheral  Equipment 

A.  With  regard  to  Mattel  Electronics'  12  compatible 
peripheral  equipment  identified  as  the  Computer  Adapter 
and  Alphanumeric  Keyboard  (Model  #4187),  the  Music 
Synthesizer  (Model  #4188)  and  the  Program  Expander 
(Model  #4190)  which  all  comprise  the  Entertainment 
Computer  System,  Mattel  Electronics  will  grant  rights 
to  Sony  identical  to  and  in  accordance  with  all  of  the 
provisions  of  Paragraph  lA  above. 

B.  In  consideration  for  the  grant  to  Sony  contained  in 
Paragraph  IIA  above,  Sony  will  pay  to  Mattel 
Electronics  a  lump  sum  fee  of  $250,000.00  U.S.,  which 
fee  shall  be  payable  as  set  forth  in  Paragraph  IB 
above . 
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c. 


Mattel  Electronics  grants  to  Sony  an  option  to  obtain  a 
grant  of  rights  to  future  I2  compatible  peripherals  on 
terms  and  conditions  identical  to  those  set  forth  in 
Paragraph  IIA  above.  The  fee  due  by  Sony  for  any  such 
grant  shall  be  $250,000.00  U.S.  for  a  group  of  one  or 
more  products  like  the  Entertainment  Computer  System 
and  $100,000.00  U.S.  for  an  independent  piece  of 
peripheral  equipment. 


Ill .  Hardware  -  Intellivision  III  ("I3") 

A.  Although  it  is  understood  that  Mattel  Electronics'  I3 
is  currently  being  designed  and  developed,  it  is  agreed 
that  when  it  is  practical  from  a  technological 
standpoint  Mattel  Electronics  will  grant  rights  to  Sony 
that  are  identical  to  and  in  accordance  with  all  of  the 
terms  and  conditions  set  forth  in  Paragraphs  lA  and  C 
above  with  regard  to  the  I2,  for  a  !^ump  sum  fee 
identical  to  that  in  Paragraph  IB  above. 

B.  Mattel  Electronics,  at  its  sole  discretion,  may  grant 
Sony  an  option  to  obtain  non-exclusive  rights  to  13 
compatible  peripherals  on  terms  and  conditions  to  be 
mutually  agreed  to. 


IV.  Hardware  Arrangements  -  Additional  Conditions 

A.  It  is  understood  that  Sony's  I2  and  I3  home  video  game 
format  versions  (including  peripherals)  will  be 
software  and  hardware  compatible  with  Mattel 
Electronics'  I2  and  I3  format  versions  and  peripherals, 
notwithstanding  product  aesthetic  differences. 

B.  If  Sony  develops  for  introduction  and  sale  its  own  home 
video  game  and/or  peripheral  equipment (s)  specifically 
intended  for  use  therewith  that  is  not  compatible 
pursuant  to  Paragraph  IVA  above,  Sony  will  grant  rights 
to  Mattel  Electronics  with  regard  thereto  that  are 
identical  to  and  in  accordance  with  the  grants  by 
Mattel  Electronics  and  all  other  terms  and  conditions 
(such  as  fees,  options,  etc.)  set  forth  in  all  of 
Paragraphs  I  and  II  above. 

C.  If  Sony  develops  peripheral  equipment (s)  uniquely 
compatible  with  the  I2  format,  Sony  will  grant  rights 
to  Mattel  Electronics  with  regard  thereto  that  are 
identical  to  and  in  accordance  with  the  grants  by 
Mattel  Electronics  and  all  other  terms  and  conditions 
(such  as  fees,  options,  etc.)  set  forth  in  all  of 


Paragraph  II  above,  except  such  rights  shall  be 
exclusive  to  Mattel  Electronics  and  its  designee (s) 
(subject  only  to  Sony's  right  to  make,  have  made,  use, 
lease  or  sell)  . 

D.  If  Sony  develops  peripheral  equipment (s)  uniquely 
compatible  with  the  I3  format,  Sony  may,  at  its  sole 
discretion,  grant  Mattel  Electronics  an  option  to 
obtain  exclusive  rights  (subject  only  to  Sony's  right 
to  make,  have  made,  use,  lease  and  sell)  to  such 
equipment (s)  on  terms  and  conditions  to  be  mutually 
agreed  to.  Notwithstanding  the  foregoing,  Sony  agrees 
not  to  offer  and/or  grant  any  rights  concerning  said 
equipment (s)  without  first  providing  Mattel  Electronics 
with  a  first  right  of  refusal  with  regard  thereto. 

E.  To  facilitate  Sony's  introduction  into  the  home  video 
game  business  pursuant  to  this  arrangement,  Mattel 
Electronics  shall  provide  reasonable  technical  and 
engineering  assistance. 


V.  Software  Cartridges 

A.  Sony  intends  to  establish  their  own  software  cartridge 
design,  development  and  production  capability. 

However,  in  order  to  expedite  their  1983  introduction 
into  the  home  video  game  marketplace  in  Japan,  Mattel 
Electronics  agrees  to  provide  Sony  (pursuant  to 
Paragraphs  VB  through  F  below)  with  the  following 
sixteen  (16)  software  cartridges  in  calendar  year  1983 
for  use  with  their  I2  format  version: 


1.  The  following  nine  (9)  software  cartridge  titles 
from  Mattel  Electronics  1982  product  line: 

a.  Auto  Race  (1113) 

b.  Baseball  (2614) 

c.  Astrosmash  (3605) 

d.  Reversi  (5304) 

e.  Basketball  (2615) 

f.  Space  Battle  (2612) 

g.  Roulette  (1118) 
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h.  Triple  Action  (3760) 

i.  Royal  Dealer  (5303) 


2.  Pour  (4)  game  cartridges,  at  Sony's  selection, 
from  the  approximately  eleven  (11)  new  game 
cartridges  that  are  currently  being  designed  and 
developed  in-house  by  Mattel  Electronics  and  which 
are  not  licensed  properties;  and 

3.  An  additional  three  (3)  cartridges  from  Mattel 
Electronics'  existing  1982  product  line,  which 
will  be  mutually  agreed  to  by  the  parties  and 
exclusive  to  Sony  for  use  with  their  12  format 
version,  and  to  which  Mattel  Electronics  will  make 
certain  graphics  and  name  changes. 


B.  Any  or  all  of  said  sixteen  (16)  software  game 
cartridges  will,  at  Sony's  request,  be  manufactured  and 
supplied  by  Mattel  Electronics  in  Sony's  private  label 
packaging,  in  quantities  and  on  terms  and  conditions  of 
sale  to  be  mutually  agreed  to  at  a  cost  of  fifty 
percent  (50%)  above  Mattel  Electronics'  ex-factory 
cost.  Said  cost  to  Sony  shall  not  exceed  Mattel 
Electronics'  best  independent  distributor  price  world¬ 
wide  (excluding  Mattel  Electronics'  sales 
subsidiaries) ,  but  this  shall  not  include  any  Mattel 
Electronics'  close-outs,  promotional  pricings, 
giveaways  or  the  like. 

C.  Sony  will  pay  for  all  charges  and  expenses  related  to, 
and  shall  be  responsible  for,  all  tooling,  translation, 
artwork  and  the  like  in  connection  with  its  private 
label  packaging. 

D.  If  Sony  elects  to  produce  any  one  (1)  or  more  of  the 
said  sixteen  (16)  software  game  cartridges,  Sony  shall 
pay  a  fee  to  Mattel  Electronics  in  U.S.  dollars  that  is 
equal  to  the  fifty  percent  (50%)  margin  above  ex¬ 
factory  cost  per  cartridge  that  Mattel  Electronics 
would  have  otherwise  charged  to  Sony  had  -it  produced 
said  software  cartridge (s) . 

E.  In  addition  to  the  foregoing,  and  in  consideration  for 
the  exclusive  rights  granted  to  Sony  with  regard  to  the 
three  (3)  software  game  cartridges  identified  in 
Paragraph  VA3  above,  Sony  shall  pay  Mattel  Electronics, 
on  a  quarterly  basis,  a  royalty  of  five  percent  (5%)  of 
the  net  sales  price  (as  hereinafter  defined)  for  each 
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such  cartridge  sold  or  otherwise  disposed  of  (whether 
given  away  free  of  charge,  packed-out,  used  for 
promotion,  or  whatever)  by  Sony,  irrespective  of 
whether  said  cartridge  (s)  has  been  produced  by  Mattel 
Electronics  or  Sony. 

?.  Sony's  obligation  to  pay  royalties  hereunder  to  Mattel 
Electronics  applies  to  each  and  every  sale  or  other 
disposition  of  any  such  software  cartridge (s)  anywhere 
in  the  world  for  a  period  of  three  (3)  years  (thirty 
six  (36)  months)  from  the  date  of  first  shipment  of 
Sony's  12  format  system.  However,  recognizing  the 
complexity  of  Sony's  world— wide  distribution  and  sales 
network,  and  for  the  ease  and  reasonable  administration 
of  the  arrangement  between  the  parties,  the  term  "net 
sales  price"  as  used  herein  shall  be  deemed  to  mean  the 
published  price  at  which  Sony's  Sales  Companies  in 
Japan  purchase  said  cartridges  from  Sony  Corporation's 
Sales  Group  in  Japan  that  is  in  effect  at  the  time  any 
such  world-wide  sale  or  other  disposition  is  made.  It 
is  agreed,  however,  that  the  parties  have  chosen  the 
above  as  a  fair  and  reasonable  definition  of  "net  sales 
price"  on  the  representation  by  Sony  that  it  will 
closely  approximate  Sony's  average  world-wide  wholesale 
price  and  that  it  will  normally  represent  sixty-six 
percent  (66%)  of  the  retail  price  in  Japan,  in  order  to 
afford  Mattel  Electronics  an  equitable  royalty  return. 
The  foregoing  evidences  an  intent  and  reliance  of  the 
parties  for  royalty  purposes  only,  and  is  in  no  way 
designed  or  intended  to  influence  Sony's  complete 
freedom  to  determine  its  own  prices. 

G.  In  calendar  year  1984,  Mattel  Electronics  agrees  to 
provide  one  (1)  additional  software  game  cartridge  per 
calendar  quarter  on  a  non-exclusive  basis  to  Sony  at  a 
cost  identical  to  that  set  forth  in  Paragraphs  VB  and  D 
above.  The  actual  games  will  be  mutually  agreed  to  by 
the  parties. 

H.  It  is  understood  that  it  is  premature  for  Mattel 
Electronics  to  identify  all  software  that  will  be 
available  in  1983  for  its  various  I2  peripheral 
components.  However,  Mattel  Electronics  has  committed 
that  some  software  cartridges  will  be  made  available  to 
(and/or  developed  for)  Sony  and  it  is  intended  that 
discussions  concerning  these  cartridges  will  commence 
in  late  January,  1983. 
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VI .  Sony  Developed  Software 


A.  Mattel  Electronics  agrees  to  provide  reasonable 
technical  assistance  to  Sony  on  a  basis  to  be  mutually 
agreed  to  by  the  parties. 

B.  With  regard  to  any  software  cartridge  developed  by  or 
on  behalf  of  Sony  (by  other  than  Mattel  Electronics) 
Sony  agrees  to  pay  to  Mattel  a  royalty  of  five  percent 
(5%)  of  the  net  sales  price  pursuant  to  Paragraph  VF 
above.  On  such  cartridges  developed  for  use  with  the 
Sony  12  format  version,  said  royalties  shall  be  due  and 
payable  for  sales  or  other  dispositions  made  during  a 
period  of  three  (3)  years  (thirty  six  (36)  months) 
commencing  from  the  date  of  first  shipment  of  Sony's  12 
format  version.  On  such  cartridges  developed  for  use 
with  the  Sony  I3  format  version,  said  royalties  shall 
be  due  and  payable  for  sales  or  other  dispositions  made 
during  a  period  of  three  (3)  years  (thirty  six  (36) 
months)  commencing  from  the  date  of  first  shipment  of 
Sony's  13  format  version.  Sony  agrees  that  it  shall 
not  attempt  to  or  actually  license,  sublicense  or 
otherwise  grant  any  rights  to  make,  have  made,  use, 
lease  or  sell  (other  than  on  behalf  of  Sony  and  under 
Sony's  private  label)  any  such  cartridge (s)  for  either 
the  12  or  I3  format  version  to  any  third  party  other 
than  a  Mattel  Electronics'  designee,  without  the  prior 
written  approval  of  the  President  of  Mattel 
Electronics . 

C.  As  a  result  of  this  arrangement,  it  is  recognized  that 
Sony  can  and  may  develop  software  cartridges,  that  are 
different  from  those  identified  in  Paragraph  VA  above, 
for  either  its  I2  or  13  format  versions  which  could 
also  be  produced  and  sold  for  other  home  video  game 
formats  or  for  personal/home  computer  formats.  In 
addition,  it  is  recognized  that  Sony  can  and  may 
develop  such  software  cartridges  directly  for  non-l2  or 
non-l3  format  home  video  games  and/or  personal/home 
computers.  In  consideration  for  the  software  start-up 
assistance  provided  by  Mattel  Electronics  hereunder, 
Sony  agrees  to  grant  a  right  of  first  refusal  to  Mattel 
Electronics  in  the  event  that  Sony  decides  to  license, 
sublicense  or  otherwise  grant  rights  to  make,  have 
made,  use,  lease  or  sell  any  of  the  cartridges 
identified  in  this  Paragraph  VIC.  Said  right  of  first 
refusal  shall  in  no  way  preclude  Sony,  either  directly 
or  on  its  behalf  and  under  its  own  private  label,  from 
producing  and  selling  any  such  cartridges,  and  it  shall 
in  no  way  preclude  Sony  from  receiving  and/or 
negotiating  unsolicited  inquiries  from  third  parties  or 


-7- 


for  Sony  to  itself  solicit/negotiate  possible  licenses, 
etc.  with  third  parties;  provided,  however,  that  Sony 
cannot  enter  into  any  binding  commitment  or  contract 
with  any  such  third  party  until  it  has  first  given  the 
right  of  first  refusal  to  Mattel  Electronics. 

VII.  Technology  Interchange 

A.  It  is  understood  that  in  further  consideration  for  the 
hardware  and  software  grants  and  the  transfer  of 
technology  by  Mattel  Electronics  hereunder,  the  parties 
agree  to  exchange  technology  information  concerning 
potential  future  product  applications.  Such  exchange 
shall  continue  to" and  until  December  31,  1985.  Sony 
will  disclose  to  Mattel  Electronics  home  video  game 
peripheral  and  personal/home  computer  peripheral 
formats  and  interface  specifications  which  are  and/or 
may  be  developed  wholly  or  in  part  by  Sony  and  which 
have,  in  Sony's  judgment,  application  to  the  home  video 
game  and/or  personal/home  computer  industries.  Such 
formats  and  specifications  will  include  at  least  the 
following : 


1.  Optical  and  magnetic  storage  systems  for  digital, 
audio  and  video  data; 

2.  Software  security  systems; 

3.  Flat  color  television  receiver  (including  color 

version  of  "Watchman"  Monochrome  Television 
Receiver) ,  and  improvements  in  video  display 

technology  and  capability;  and 

4.  Home  networks,  including  multi-user,  multi-task 

applications,  television  receivers,  hifi 
equipment,  interface  systems,  games,  personal 
computers,  VCR's  and  Discs. 


B.  In  return,  Mattel  Electronics  will  disclose  to  Sony 
certain  of  the  specifications  as  they  exist  in 
preliminary  concept  concerning  Mattel  Electronics 
INTELLIVISION  IV  ("14")  which  is  currently  under 
development. 

C.  As  part  of  the  technology  interchange  hereunder,  it  is 
intended  that  each  party  will  suggest  to  the  other 
party  specific  changes  to  such  other  party's  format  and 
interface  specifications.  However,  Sony  and  Mattel 
Electronics  shall  respectively  finalize  their  own 
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formats  and  specifications,  incorporating  where 
desirable  and  appropriate  the  suggested  changes  of  the 
other  party  and  with  the  intent  of  undertaking 
reasonable  efforts  to  remain  equipment  compatible.  In 
that  regard,  prior  to  the  introduction  by  Mattel 
Electronics  of  its  I4,  and  prior  to  the  introduction  by 
Sony  of  any  peripheral  equipments  utilizing  its  formats 
and  interface  specifications  referenced  in  Paragraph 
VIIA  above,  the  respective  party  agrees  to  inform  the 
other  as  to  the  changes  in  their  equipment  which  would 
affect  interface  specifications. 

D.  Sony  and  Mattel  Electronics  each  agrees  to  keep 
confidential  and  not  to  disclose  the  information 
disclosed  to  it  by  the  other  party  under  this  Paragraph 
VII.  Neither  party,  however,  will  be  required  to 
disclose  information  to  the  other  which  it  is  required 
by  a  third  party  to  keep  as  confidential. 

E.  Sony  will  not  be  required  to  develop  or  manufacture 
peripheral  equipments  from  formats  and  specifications 
referenced  in  Paragraph  VIIA  above,  nor  will  Mattel 
Electronics  be  required  to  develop  or  manufacture  its 
I4.  If  any  such  Sony  peripheral  equipment (s)  and 
Mattel  Electronics'  14  (or  other  personal/home  computer 
products  chosen  by  Mattel  Electronics)  will  be 
compatible,  and  if  Sony  decides  to  manufacture  such 
per ipher al  (s) ,  and  if  Mattel  Electronics  desires  to 
utilize  any  such  peripheral,  Sony  will  offer  them  for 
sale  to  Mattel  Electronics  for  distribution  under  the 
Mattel  Electronics  brand  name  for  use  with  the  I4  (or 
such  personal/home  computer  device  as  may  be  chosen  by 
Mattel  Electronics)  at  least  until  such  time  as  two  (2) 
or  more  viable  sources  of  supply  other  than  Sony  are 
ready,  willing  and  able  to  supply  such  peripherals  in 
quantities  reasonably  required  by  Mattel  Electronics. 

If  Sony  decides  not  to  manufacture  such  peripherals,  or 
even  if  Sony  decides  to  manufacture  such  peripherals 
but  there  are  less  than  two  (2)  viable  sources 
(including  Sony)  which  are  ready,  willing  and  able  to 
sell  such  peripherals  in  quantities  reasonably  required 
by  Mattel  Electronics,  Sony  will  grant  to  Mattel 
Electronics  a  non-exclusive  license  (including  relevant 
Sony  patents,  if  any)  to  allow  Mattel  Electronics  to 
make,  have  made,  use,  lease  and/or  sell  such 
peripherals,  on  reasonable  licensing  terms  and 
conditions  to  be  mutually  agreed  to.  Sony  will  not  be 
required  to  make  manufacturing  know-how  available  to 
Mattel  Electronics. 
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VIII.  Interchange  Procedures 


A.  As  part  of  the  technology  interchange  hereunder,  it  is 
agreed  that  representatives  of  Mattel  Electronics  will 
attend  regular  meetings  with  Sony’s  corporate 
headquarters  Research  and  Development  Coordinating 
Group. 

B.  It  is  the  intent  of  the  parties  that  Sony  will  disclose 
to  Mattel  Electronics  its  technology  innovations 
comprising  the  formats  and  interface  specifications 
identified  in  Paragraph  VIIA  above  at  the  earliest 
practical  opportunity,  consistent  with  the  intent  of 
the  parties  hereunder.  If  Mattel  Electronics 
undertakes  to  manufacture  and  sell  an  equipment 
application  embodying  any  of  Sony's  formats  and 
interface  specifications,  Mattel  Electronics  shall  have 
an  option,  to  be  exercised  at  its  sole  discretion,  of 
having  an  exclusive  license  (subject  only  to  Sony's 
right  to  make,  have  made,  use,  lease  or  sell)  for  such 
formats  and  interface  specifications  for  use  in  its 
specific  market  application  for  a  period  of  eighteen 
(18)  months  from  the  date  of  first  shipment  of  said 
equipment  application  by  Mattel  Electronics.  However, 
Mattel  Electronics  recognizes  the  need  and  desirability 
of  industry  standards,  and  Sony's  leadership  position 
in  this  regard.  Therefore,  if  in  good  faith  Sony 
determines  to  promote  and  make  available  as  an 
electronics  industry  standard  the  technology  innovation 
comprising  the  Sony  formats  and  interface 
specifications  to  be  utilized  by  Mattel  Electronics  in 
its  equipment  application,  then  the  foregoing  option 
shall  become  non-exclusive,  but  on  terms  and  conditions 
no  less  favorable  than  granted  by  Sony  to  any  other 
licenses . 


IX.  Miscellaneous 

The  parties  agree  to  keep  confidential  and  not  to  disclose 
the  existence  of  this  arrangement  and/or  any  of  the  terms 
and  conditions  hereof,  until  such  time  as  the  Agreement  has 
been  executed  by  both  parties,  except  as  may  be  otherwise 
required  by  law. 


As  stated  at  the  beginning  of  this  letter,  the  points 
covered  above  are  merely  intended  to  summarize  the  business 
discussions  between  representatives  of  our  respective  companies 
on  December  1  and  2,  1982,  and  it  is  recognized  by  both  parties 
that  the  Agreement  will  contain  numerous  provisions,  covenants 


-10- 


and  concepts  not  otherwise  specifically  covered  herein,  including 
without  limitation  definitions  of  "home  video  game"  and 
"personal/home  computer"  products. 

If  Sony  concurs  with  the  foregoing,  please  signify  your 
approval  and  acceptance  by  having  a  duly  authorized 
representative  of  Sony  sign  and  date  both  copies  of  this  letter 
and  return  them  to  Mr.  Prodromou. 


Accepted  and  Agreed  to  this 
_  day  of  _ ,  1982. 


MATTEL  ELECTRONICS, 
a  division  of  MATTEL,  INC. 


By 


Title 


Accepted  and  Agreed  to  this 
_  day  of  _ ,  1982. 


SONY  CORPORATION 


By 


Title 
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Vz 

January  28,  1983 

To;  Mr.  prodroinou  -  Mattel  Electronics 
Fm;  Idei  -  Sony  Tokyo 

We  are  in  the  process  of  preparing  for  submission  of  our  business 
plan  for  approval  by  our  management  committee  on  Tuesday. 
Although  the  project  will  have  to  be  formally  approved,  I  believe 
that  we  will  have  a  favorable  response  from  the  committee.  In 
view  of  the  time  pressure,  I  would  appreciate  receiving  your 
draft  agreement  as  soon  as  possible. 

In  order  to  prepare  the  business  plan,  we  urgently  need  the 
following  information. 


Here  is  our  initial  target  of  cost  division  for  12. 

All  materials  (ICs,  Mechanical  Parts,  Circuit  Board, 

Cabinet,  etc.)  Under  ¥7,000 
an  TCs  Under  ¥3,500 


Please  advise  us  price,  availability  and  minimum  order  quantity 
of  the  following  ICs  for  12. 


a.  CP1610 

b.  AY-3-8900-1 

c.  AY-3-8914 

d.  AY-3-8915 

e.  RA-3-9600-1 

f.  RO-3-9503-003 


FEB  1 1983 

U.  Crin.! 


g.  RO-3-9506-010 


1  *— *1  *.  I  *— *  i  i 


Others: 

i . 

RF 

MODULATOR 

UN1285-8 

j- 

SW 

regulator 

AA7170 

We  would  also  like  to  know/have: 

1.  A  version  of  PDPll  and  its  system  structure. 

2.  A  working  sample  of  simulator  set  or  its  printed  circuit 

board . 


Your  prompt  action  would  be  appr dated. 


Regards , 


\  ■ 


